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ABSTRACT 

Student charges for public higher education in the 
State of California are examined in light of current financial 
problems. Of major concern is the iiopact of increased student charges 
on enroilment levels-' Rates of participation in public postsecondary 
education in California are among the highest in the nation and 
student charges are among the lowest. The costs -and benefits of 
California public educatioti' system are examined in detail and data 
concerning state expenditures are tabulated. Various methods of 
setting student fees for both the t«o- and four-year institutions 
that are discussed include: cost- c£-instruction method, charges based 
on the level of the student and <^ comparison to similar 
institutions, community college charges based on credit/ncncredit 
distinction, charges based on future earnings of the student, and 
charges based on anticipated deficits in segmental budgets. Studies 
investigating the impact of price on the demand for higher education 
are reviewed. Prom these studies components of a model fox assessing 
enrollment affects are presented and four possible student fee policy 
options are examined in depth. It Is concluded that any appreciable 
increase in student charges would reduce enrollment ic ail public 
postsecondary segments and diminish educational opportunity in the 
State of California. (Sf) % 
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INTRODUCTION 



After the passage of Proposition 13 in June 1978, legislators and 
officials of public higher education in California suddenly were 
confronted with a radically different budget-^oiaking procesa. The 
traditional funding formulas were altered and funding was reduc<^d 
sharply. The University of California announced that increases in 
student fees would be considered for 1978*79 if General Fund support 
from the State were curtailed severely* The Legislative Analyst 
briefly considered introducing a proposal to raise student charges 
by $100 a year at the California State University an4 Colleges. to 
partially offset budget cuts, but then disoissed the idea. Convinced 
that the Staters long tradition of tuition-free, low-cost publid 
higher education should not be abandoned hastily or without careful 
consideration of all tbe implications of such a change, the Director 
of the Postsecondary Education Coonission supported efforts to avoid 
increases in st^aent char ^ is for 1978^79. In a fetter to the 
Legislature's Conference C.csaittee on the Budget, he argued: 

Increased student charges must be considered as one of 
several possible sources of additional funding for the 
long-range financing of postsecondary education. Such 
charges, however, are certain to cause substantial 
enrollment shifts and greater demands for student aid. 
The impact on access and the intersegmental consequences 
of such changes should be studied carefully prior to 
adoption of any such increase. 1/ 

The Legislature subsequently adopted budget control language to dis^ 
courage any unilateral increases in student charges for 1978-79. In 
response > University of California President David S. Saxon 
announced in September, "By postponements in hiring, by curtailing 
some activities and by the use of these very limited reserve funds,- 
we can avoid imposing tuition or an increase in the Educational Fee 
during 1978-79*'* 2/ However, he left open the possibility of changes 
the next year. The Board of Trustees of the California State 
University and Colleges unanimously approved a resolution in 
November 1978 stating their philosophical opposition to tuition. 
They urged that sufficient financial support be provided to maintain 
adequate access to and the quality of education within the State 
University system '*so as to make the imposition of tuition 
unnecessary." 3/ The Community College Chancellor's Task Force on 
Finance began an investigation of various levels of student charges 
for that system. Each se^ent, however, appears to be proceeding 
independently to develop its own plans * Yet , if modifications 
initiated by one are adopted, they are likely to have a profound 
impact on the other segments too* Indeed, the decisions reached by 
segmental governing boards and the Legislature will undoubtedly have 



a large impact on the State ^nd ita aysteia nf public higher education 
for years to come. 

The Educatioo Code charges the Comisaioa with a general respoasi^ 
bility to examine '*thc impact of various types and levels of student 
charges on students and on postsecondary educat^ional programs and 
institutions" as a part of its outgoing planning efforts. Currently ^ 
Comniissiou staff is examining a number of critical iasues in higher 
education^ including the issue of student charges. This report is an 
outgrowth of these etforts. It is based on the belief that a broad, 
intersegiaental perspective is essential for a thorough and balanced 
analysis of the complex issue of student charges. The report first 
examines the basic issues associated with student charges and the 
financing of public higher education. It then uses the Commission's 
data base and develops models to assess the impact of student charges 
on undergraduate enrollment in the different segments, on revenues, 
on student aid needs, and on access to postsecondary ed<ication» 



This report is designed to provide Commissioners with a complete pic- 
ture of the complex aitd controversial issue of student charges. It 
attefapts to promote understanding rather tnan a particular point of 
viev. Consequently, it neither offers nor constitutes a policy 
recommendation . 




CHAPTER ! 



COSTS AND BENEFITS OF FUBLIC HIGHER EDUCATION 

The value of education to the indilvld'uil and to society h«& long beem 
accepted as a baatc article of faith by u^Mt Caltforaiana and led to 
the erection of a v«at, well-f ioaaced public school »y»tea. 
Moreover I the desire tc make hxgfaer education democratically 
accessible aad the recognition of society* s ne^d for educated and 
trained peMonnel were central considerations underlying tbe passage 
of the Morrill Land Crant Act by Congress in 1862, and tbe decision 
iti th^s State six years later to establisb the University of 
California. Frois aodest beginnings in the late 1860s ^ the University 
has developed into a nine^cai&pus system with 127 , 681 students in 
19 78. The California State University and Colleges traces its origin 
back to the same era, yet xt is now an is^resslve nineteeis -campus 
system educating 306,175 students. The idea of public junior 
colleges did not originate in California, but the modern commxmity 
college first developed her^* California's current 106* Community 
Colleges provide postaecondary educational opportunities to more 
than l.l million students and remain national leaders in their field. 

Considered as a whole, California's three^tiered system of public 
higher education represents a singular social and cultural 
achievement. It has become the most widely respected and imitated 
model for public hx^her education in the nation. The magnitude of 
this educational enterprise and its funding have led to periodic 
public debates and to reexaminations of its benefits and costs* 
Attention has often centered on economic and financial 
coaiiiderations , although social and cultural considerations are no 
less important. That economic and financial aspects of the issue are 
most susceptible to measurement partially accounts for the emphasis 
they have received » but the rising costs of public higher education 
the competing claims on limited tsK resources ^ and the tax burden 
have also led students, taxpayers, and their representatives to 
demand evidence that thery are getting their money's worth- Of 
course^ not all the benefits higher education provides to the 
individual or society can be measured^ and those that can be 
•quantified are not necessarily the most important. Nevertheless, 
the question of public and private benefits deserves serious 
attenti:>n^ and most of these benefits can be described) even though 
not all of them can be measured precisely. 



PUBLIC BENEFITS OF HIGHER EDUCATION 

Higher education benefits California in at least four ways: 
ecouomicai ly ^ socially^ poliwically^ and culturally. Clearly^ these 
are interdependent rather than mutually exclusive rategories h^c^mt^ 



hijlher «<iucatxon is laeactjcictbiy wovra lato the eaiire fabric of our 
incri^^sm^giy coiaplex urb^o^iadtiitrlal soritty Yet, by ^X4naiaia|{ 
the iaflui^aeis of € ducat ion on each area separately* its overall 
import* ncr taa be more readily underatood* 

In a state that still pr e<ioi»iB*ntly agricultural in the 

niniflrrath century, rontaiaia^ reJLativeiy few wealthy lajailies atif! 
far lever taetabera ft! the mid'Clle claaa than todavi publxr higher 
f4uv^tion provided 4a opportunity for further education to thfi 
relatively aiaaH uumber of sons and daughters of far»er» 
*h«>pkef^prf» who <oaspli?tr4 tsi^condary school. It waa argued that 4 
3ysc<^ of low-coat, public higher education would coatTibute to 
CAij[forax4*s economic growth and developoent by *'provi<iing a supply 
of educated young people who would become the doct.ort, lawyers, 
fi»arhers» and busmeas leaders needed m a developing society 4/ 
L^ter, aa induatnalization proceeded, thi? need ta tram tufficient 
?iuiBbers of engineers ^ ^cientiata , and techniciani alio became 
*f»vi4ent, and the Univeriitv and State University again aasuawd a 
^entra^i role in providing th3t training 

Tht: literature uo econoiaic development confirms whait thete early 
Culifornians and their heira un^dcrstood mtuitively-^^the increase in 
human capital is a critical ingredient in detenainiag the pace and 
character of economic devdopaient m ^n area. Education, of courae^ 
is the major source of human capital ^ Horeover^ the mveatment in 
U;gh«*r education ^iifect^ humLan capital formation and economic 
development in at i.^ast two waya ^ First » it is closely analogoua tu 
r<^saurce development m the most important senae of that term because 
.higher education is a nyst^m orgatni^^eo to discover human talent and 
r<i luiiivatr^ »uid aev#^lop it. Second* through tts extenaive 
involvement both pure ^wS applied research , the State's 

atiiverfii ties tootJtnue to make majur rontribut lonfi to the advanrement 
u! knowledge « 5/ 

Today California's rcoaomy pmbably 1% morr highly dfrvrloprd 4nd 
technologically sophiat 1 cated than that of any other atate 112 the 
aation- The reason so many aerospace, electronics^ coa^uter^ and 
research and deveiopment firma ^ere tounded or choae to locate m 
California and the reason the State continues to enjoy vijgoroua 
^^conomic growth can. in large part, be traced directly to the 
commanding presence of the State* a extenawe syst^^m of public higher 
education and to the rich endowment of human resources that ^yatem 
has helped to create. 

For decades^ higher education haii h#»en not only a major cont*.ibutar 
:.o socioeconomic advance, hut ^i^o an integral part of the American 
dream of succesB. Participation in higher education has enabled 
people tn rise sorialiv, occupational ly , ar^tj fiaancially While 
this nsohility 15 tQore properly counted among its benefits td the 
* 



•0 



in<1i vidui^i , ^c^^sn higher t^duc*tlo^ provides iiKportatxt sori*i 
benefits If torial riniiei becotte rigid 4iQd the opport\mitie« for 

ufuprod^ciive Tht level of toc .&l tentioo ^n^i *?ottflict Jilio i:en:t^ to 
**sciilAtt. But, by tmcilit^tiag social nobility^ b3.gjbi«r eauc^ti^oa 
contributes to the continutjag vitality^ of op^H society and thai 
prov^«li*^i Ji fimdai&ent^i ^iifi*gu4ird for the 4a®orratit wny of life 

Hifrher i*<iu<ation previie« otber beaefite to society Reiemrcb ahovs 
?h«t thtere far grf*t<?r individual aod social ttabilit/ a»ong the 

'>liege ^ducatedt iiicladiag lover rates of faiaily mttabvlity ^ 
poverty, m^espioymeat , aod crx»*, and tar leaa dep«radeiiOe on toatly 
goveni»ent aocial ten>icet- It locreaaen tbe tax revenjoea that 
reauit froa tbe higher litetiws eartttufa of college graduatea. Alao 
* ued are iocreaae^ ic participatioo m civi^ affairs and cbaritarble 
orgaautatioos . Higher education alao contributea ti) the general 
intreaae m th* ability of citi^ema t^o coonmiiicate through the 
various »edia. Efff^ctivf* toMunication of inforsaition la naceatary 
for the operat^ion oi a market ^conoaiw and the nainrenance of a 
political dmtictary. 

A lettotrary deiatadi of its ili^einii an a^areais^sa oi the profalefiaa that 
» front their society Our political mati^tut lona are i^rounded m 
the belief that the <*lectorat« la concerned and intelligent enough to 
*$t4ke reasonable, informed decurinna on iMttera of pufclic MB|>ortan<:€ 
Y^t . aa the probietps confronting aociety and the ia$iiea facing public 
ftiriala become mot^ and i&or« coaq>lex^ the need haa mcreaaed for 
%oT^ highly educated and trained public aervanta Our coilegea and 
iniv^^rsitiet have provided th^ training, research^ and eirpertia** 
ip >n vhirh eodi?m govrrmnent ision «aking inr r^aairigly depends, 
^nd they have 5>layi*d i nignitx«^,^nt r^l<* in ^dur^tmx ihoae who hoid 

Another benefit u( higher i^dutation i^ the acre effective pr^aer- 
vaimn and exti^caion of rmr cultural heritage that ;t laakea poaaible 
by fii^'ipmg to pres^rvp and fraasiait knowledge ol the literacy, 
^rtiatir and cultural treasures ol the past, higher education 
^•nrichea our estnetit appreciation and underat andmg F-ir therm^r^ . 
oih^'T^ havf* note*i. 

The oav#» rgeaci* uf typ^s of artists, writers^ 

fcusicians, performer:? and critics upon higher education 
provides opportuni ties lor *the) interchange of ideas and 
for Ithei conaequent instruct tonal enrichment of each fine 
an furm. Higher education ^ncreasei! both the nuaber of 
^ffi^nteur and profess^OQiil perfonpiof ar^ ^^^^ ^lod the nujstb^r 
of people who patronize thea, wbili* raising both gr^upt to 



prcviden ih lb« tr^iaiag eiift^^titi^i for 4cc#is to higher payiag, 
Imgh€^r*st4iut the old ii^yin^g goes, *'To get % goi^d job*, get ^ 

good education,'* Ovw^t the ytara the clxftractcr of vork cli«^afe4, 
pl'icing inr reaiu mgiy ::KBplex d«Mndfi aV^«tSrE«r« In 1890, vbem sost 
AiiM^r^cAnt ^tiU Uved la rural ifcreaa or amali to^* «nd aoijortty 
••till worked m ^gricuHute, « "good educiti^^** usuaily coiif4tt#d oi 
«>mpletiag tie^SHrntAf-v achool, i^Kcept fotr th« few who ^r^dujfcted fto» 
»>igh ^chot^i or the «v«a fev^eir who ^eat *io to college, th^tt year 
*^iiiy four out of every ooe bujidred fomt people bet%reeij^the 4gct of 
♦our teen 4nd seveateeo weni enrolled \» bigfe |tf:45i(ioU *ad only tw out 
it ^*vi?ry oae tiundred uh6 ^r* fifteen to aiaeteen years old «t tended 

Today ffiore iiian ES pmt<:^ni of the country * s iourteeo^ to 
s^v#«nt:e^Q*ye4ir-olds are enrolled in high tcJTbol^ but the poase«sioQ 
*f ^ high tichool dipl taa is no longer the passport to 4 g^d job It 
n.^?; b^^voaie ^i-^ainimuufi requiremeat for a decent job^ ctot m jjood ooe 

^oi«plf*xit:y tsodem lodiistry has «»ade n high tcfaool edU€atii>ri 
: nsuf f ir^ient for prof •^nmcniti and m^o^geri^al po^ittoii^, .ind if^v 
4;aa<fct ii l ^ pr**m;;;^is ^^t^bn are necur^^d by c::^n<*ge gt^iduati^afc 

Th^F* 4oil4r v«lu<^ ^ r*^li^ge diploma o\f^»r the course of the 
r**i ^pifiot lif*t4fi^^ course, ^oite of th#^ iaco(&e different 4^ i 

*njld be .iliribut.rd l-^ luhereal diHeretic^B its indiV3^ i^l abiixty 
n^^iwet^n gr^duat*^ nnai;r4duaii?& Alto, the r^ORe «>f eitriiia^s 

imtiag c:.*U^ge gr^du^te^ v^i^, perh^pm, Signiii>\>^t a« thf*^ i^ct that 
^h*?ir T^^an or ^e*1ian in«^ow»5 ^xce^ded nhoBe >f high s*:he<l ijri?laat«f!i 

♦Ivi^h*'^* rluv^ti'n **%t im^l-^^l it lat*" i96^ that, .^n iv#^ra^'f«» f 

^#*auinx * h*" 4 ^ ^Uh Ah K«*nit**th ii*»it«h whii^'rv**^ 

;i ie>ablv ?Qort^ than /-vi^t hetore, ha::irr tt^ ?%bt4jn%At ^^n*- 
t »oc 4<*tv H goo i** johii. th4^ orh^^r haind > the jor^ 

T.dtrKf^! J*^r .^^llege graduat*?^ is less favorable than ;t 
aoc^ witi College graduates are more plentifiil, c^lativ^ 
to the 'ieiDand for thei»t than they vere before the l^te 

^ A ^ M <u ^ 4^ -V* C^'^ V,W^i»'Vp^-«ik ^ M ««-^« WWW »^ * «u "ii*- ■V* ^ S* »w W 

^^rnifji^s »>f aon^^icr^dujOft^^ by r/f 1^ 1 1 vely i^rtSi. Tj^ijo thr*v 



Higher , Educatioa an d tbye Am^TicMu Social Systeai ^ aad The Over ^ 
educated jtoericaa . He poiiits dut zhMX ^ttit a cenxury of vlforoua 
expanfiioQ^ the ^^professioaaVaiaaagerial^' share of the vork force 
leveled off in the* seventies ^ although the number of college 
graduates continued to increase* As a result ^ he argues^ a '^large 
number of graduates who entered the market in the. 1970s were forced 
into Jobs outside the professional and managerial areas and ''many 
graduates reported that they were enigloyed in positions outside 
their fields of study.** The decline in emplo^ent opportunities for 
college graduates led to lower acv^erage incomes and a narrowing of the 
earnings differential between college graduates and nongraduates . 
According to Freeman ^ the average salary of college graduate was 53 
percent more than that of a high school graduate in 1968 and fell to 
only 35 percent t^ore in 1973. From this he concludes that the 
proportion of high school graduates who are likely to enroll in 
college will decline because for many of them "aiv investuaent in 
college will not be worthwhile." 11 / 

Freeman's viewpoint has been publicized widely, but it is flawed in 
several important ways. While he used data on the starting salaries 
of recent college graduates foi his calculations , he failed to obtain 
data on the earnings; of recent high school graduates « Instead he 
used the average earnings of all full-time (including experienced) 
workers as a substitute for the starting salaries of recent high 
school graduates, and this is likely to overstate the upward trend in 
their earnings. 

Secondly^ the average earnings of college graduates show a more rapid 
and greater x>3rogression during their working lifetime than do those 
of high school graduates. As a result^ the earnings differential 
which already favors college graduates normally widens with age. 

further i Leonard A. Lecht observed that the prospect of workers being 
unemployed decreases as their level of education increases. Freeman 
did not adequately take into account the large and apparently 
widening gap in uneoiployment between high school and college 
graduates^ The ^memployment rates for college graduates twenty^ four 
years of age or under rose from about 2 percent in 196/ to 
approximately 6 percent in 1975-^76^ but the rates for high school 
graduates increased from about 6 percent to between 14 and 16 percent 
In the same period. Lecht also suggests that college graduates may 
be exposed to fewer occupational accidents and illnesses, and be 
recipients of more generous fringe benefits, 12/ 

In shorty while it is clear that a 7.5 percent return on the invest- 
ment in a college education in the early^ 1970s was lover than the 11 
to 13 percent return of the 1960s, the evidence shows that for mosr 
ijraduates it remains a sound investment in strictly financial terms. 



Furthermore > although Freeman chooses not to emphaisize the pointy he 
recognizes > as have KeTmeth Deitch and hers, {that the narrowed 
income dif f erentiil contains a cruel irony for \many high school 
graduates and others who chose not to enroll in higher education. He 
observes: 

with aTe^lative surplus of college graduates ^ 
opportunities for nongraduates to attain white-collar 
positions appear to be diminishing* Between 1969 and 
1974 ^ col lege- traiaed personnel became increasingly 
iiuportant in several major occupations where high school 
workers had tradxtionally predominated: sales and 
managerial work for men^^ and sales and clerical jofos^for 
women. Estimates of ^ the possibilities of replacing high 
school workers with college workers as the availability of 
the latter increases and their wages decrease suggest tn^it 
this pattern will continue into the future. This is not to 
say that alternatives to the college route to white collar 
jobs do not exist, but merely that the surplus of graduates 
is likely to make it more difficult for nongraduates to 
compete for those jobs than in the past* 13 / 

To focus primarily upon the greater income to be derived from a 
college education or the rate of return on investments, moreover, is 
to ignore otter individual benefits of higher education that accrue 
directly to the recipient, The^e include personal enrichment, * 
hedging against changes in technology that render certain 
occupational skills obsolete, and options regarding life style and 
employment that are not as freqiiently available to the person with 
less education. In 1976 > among American youths between the ages of 
sixteen and twenty-four who were not in school, 40.0 percent of the 
school dropouts and high school graduates were unemployed^ compared 
to 7.1 percent of the college graduates in the same *age bracket* In 
addition to greater ^job security higher income , and a more 
satisfying job, the college graduate is also likely to enjoy ^'greater 
effectiveness as a consumer, gre^iter ability in allocating time as 
well as money> direct enjoyment of the educational process and its 
related activities ^ and lifetime enhancement of cultural and other 
experiences 14/ Although many of the ' -:ial benefits and these 
seemingly intangible individual benefic..^ can^^t be measured 
precisely, they are nonetheless important* 

Evaluating the benefits and costs of higher education is exceedingly 
complex because the benefits of public higher education are not 
enjoyed by the same generation that pays the costs. As economist 
Joseph Pechman of the Brookings Institution. observed: 

The effect of this^ type of intergenerational transfer 
cannot be evaluated By comparing the discounted benefits 
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of the futur generation of earners with ^he costs 
incurred by the present generation of persons who pay the 
taxes to create these benefics. 15/ 

Instead, the^ voters and .public officials ©ust decide whether an 
investment in higher education is desirable from a social point of 
View. This involves balancing the expected public benefits against 
the costs. Then if the decision to invest in higher education 
continues to be affirmative, as it has been for more than a century 
in California, the^ must decide how the costs should te allocated. 

PUBLIC COSTS OF HIGHER EDUCATION - ( 

Almost twenty years ago^ at tEe *time the 1960 jSaster Plan ^was 
formulated > the California Legislature appropriated a total of 
approximately $239 million for public higher education including 
roughly $120 million for the University of California, $86 million 
for the then State Colleges^ and $27 million in State aid to the then 
junior colleges. 16/ Since that^time the Staters system of public 
higher educat4on has expanded significantly, the number of students 
has increased dramatically, and the budgets have grown 
correspondingly . 

For the I978-'79 fiscal year, the Legislature appropriated in the 
Budget Act and SB 154, which distributed the Staters budget surplus, 
a total of approximately $2, 409 > 002, 000 for public postsecondary 
education. This amount included $2,343,976,000 for current 
opejtations and $65,026,000 for capital outlay. The funds received by 
the three segments were allocated as follows: The University of 
California, $767 millioiTNfor current operations and $24 million for 
capital outlay; the Califbrnia State University and Colleges, $691 
million for current operations and $24 million for capital outlay; 

State support for Community Colleges, $817 million for current 
operations a^nd $15* million for capital outlay. 17/ 

To place these amounts in their proper perspective several points 
must be made^ First, while State appropriations for public 
postsecondary education increased froift approximately $239 million in 
1959-60 to about $2.4 billion in 1978-79, the size of the total State 
budget increased in the simie period from $2.1 billion to roughly 
$19.2 billion, including the State budget surplus allocated in 1978- 
79 under the provisions of SB 154. 

Second, the amount of money allocated to the three public segmehts 
has increased greatly since 1959-60, but the proportion of the total 
State budget devoted Xo their support has increased only slightly^^ 
from 11*2 to 12.2 percent. Table 1, however^ reveals that the 

proportion of the State budget allocated to the segments for current 
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TABLE 1 

STATE EXPENDITURES ON THE THREE SEGMENTS OF PUBLIC POSTSEGONOARY EDUCATION 
FOR CURRENT OPERATIONS IN SELECTED YEARS BY AMOUNT AND AS A PERCENTAGE 

OF TOTAL STATE EXPENDITURES, V959-1978- 



Budget 
Year 


Total State Budqet 
(IrTMinions"' 
of Dollars) 


University 
Current Operations 
Amount Percent 


State University 
Current Operations 
Amount Percent 


Conrounlty Colleges 
Current Operations 
Amount Percent 


1959-60 


$ 2,085.6 


$ 99 .4 


4.8% 


$ 54.9 


2 *(^% 


$ 27.0 


1.3% 


1960-61 


2,525.4 


121,3 


4.8 


68.5 


2.7 






1969-70 


4,586.1 


329.6 


7.2 


285.0 


6.2 






±y f w— / I 




337.1 


6.9 


305,1 


6,2 






1971-72 


A,9'82.6 


337 . 1 


6.8 


318.7 


6.4 






i97A-75 


10,276.5 


514,6 


5.0 ~ 


481.5 


4.7 


353.6 


3.4 


1975-76 


11 ; 452. 4 


585.5 


5.1 


538.0 


4.7 


414.3 • 


3.6 


1976-77 


12,631.7 


683.7 


5.4 


604.8 


4.9 


464.5 


J. 7 


1977-78 


15,014.0 


737.5 


4.9 


672.5 


4.5 


544.0 


3.6' 


1978-79. 


$19,200. O-*- 


$767.0 


4.0% 


$691.0 


3.6% • 


$817.0 


4.3% 


1 . Total 
of SB 


State tixpenditures inclu 
154. 


ding $4»2 fcilHon in State 


surplus funds 


distributed under tbe provisions 


Source of 


Oatav Governor's Budget 


, 1960-61 to 


1979-80.. 











opei ;ions has ch&aged in inportant ways over the past twenty years ^ 
and particularly ia the last decade « Capital outlay requirements 
have fluctuated in predictable ways as the need for new caiapuses and 
facilities has changed. Consequently ^ thts proportion of the State 
budget devoted to current operations provides the best oieasure of 
support. The percentage of the Staters total expenditures devoted to 
current operations at the University was lower in 1978-79 than when 
the Hastei Plan was formula tf^d in 1959* n In fact> the University's 
portion of the Staters total expenditures^ including the SB 154 
funds, was 17*0 percent lower in 197$*79 than in 1959-60. Moreover ^ 
the University's share of total expenditures has declined iT<m 7.2 
percent to. 4.0 percent in the last ten years. The State University's 
share of General Fund revenues for current operations increased from 
2.6 percent of the State's total expenditures in 1959*60 to 3.6 
percent in 1978-79, but in the last decade that systeai's share has 
also' dropped markedly . Only the Connunity Colleges have received a 
larger and larger percentage e^f the State's total budget to finance 
their operations, but in the past year their local revenues have 
dropped dramatically as a result of Proposition 13. Consequently, 
although their current- operations budget, as^ a percentage of the 
total State budget, has jusqped more than threefold since 1959^60*^ 
from 1*3 percent to 4.3 pKrcent^ th|ir total budget has not increased 
between 1977-78 and 1979-50. 18/ 

Over the last two decades, the total operating and capital outlay 
budgets of the University and State University increased at a much 
more rapid rate than the rate of growth in the level of State 
support. In order to finance the full range of instructional, 
research, and public service activities expected of modem 
universities tlie University in particular and the State University 
to a lesser extent have secured other sources of funding.. Indeed, as 
Table 2 shows, State support as a. percentage of the total budgets of 
these two segments has declined substantially. The University of 
California and its faculty are nationally and internationally 
recognized, and by the early-1960s they became recipients of major 
federal grants for contract research. As a result, the State now 
provides less than one- third of the funds in the University's total 
budget • 

Although the four^year segmedts are increasingly dependent upon 
external sources of funds to meet the costs of some of their current 
operations, all three public segments depend primarily upon the 
State for the funds needed for instructional programs* These costs 
include both the direct costs of instruction and a pro rata share of 
the costs of libraries » maintenance of plant, and other 
institutional services. They do not include funds for organized 
research or public service* According to the Coordinating Council^ s 
1974 study, The Cost of Instruction in California Public Higher 
Education, State General Funds covered apprdximately 80 percent of 



TABLE 2 



STATE EXPENDITURES AS A PERCENTAdE OF TOTAL EXPENDITURES BY SEGMENT FOR SELECTED YEARS » 

1957-58 TO 1978-79 (IN MILLIONS OF DOLLARS) 



Current Operations 



Btidnpt: 

Year 


State 


University 
Amount of Funds 

Total S*-ate % 


State University 
Amount of Funds 
State Total State % 


Community Colleges 
Amount of Funds 
State Total State % 




^ A9 5 


$ 145.1 


61.7% 


$ 42.6 


$ 54.5 > 


78.2% 


$ 22.7 


$ 77.0 


29.0% 


1959-60 


99.4 


143.7 


69.2 


54.9 


56.0 


98.0 




V 




1960-61 


121.3 


169.6 


71,5 


68.5 


70.0 


97.5 








196A-65 


179.7 


595.1 


30.2 


115.6 


120.3 


96.1 








1969-70 


329.6 


1,032.2 


31.9 


2iB5.0 


356.9 


79.8 








1970-71 


337.1 


1,060.5 


31.7 


305.1 


383.8 


79.5 








1971-72 


337.1 


1» 105.0 


30.5 


318.7 


408.8 


78,0 • 






■■ >MI 


197A-75 


514.6 


1»647.0 


31.2 


481.5 


689 . 7 


69.8 


353.6 


1,009.5 


35.0 


1975-76 


585.5 


ljj^675.2 


31.2 


538.0 


775.3 


69.4 


k\kh 


1,148.8 


36.0 


1976-77 


683.7 


2,192.8 


31.2 


604.8 


879.6 


68.8 


464(5 


1.274,6 


36.0 


1977-78 


737.5 


2,380.5 


31.0 


672.5 


955.0 


70.4 

1 


544.0 


1,402,3 


38.0 


1978-79 


$767.0 


$2,478.5 


30.9 


$691.0 


$981.1 


. 70.4% 


$81T.b 


$1,245.8 


65.0% 



Source of Data: Governor's Budget , 1958-59 to 1979-80. These figures are for actual cxpendltttres, not 

appropriations, as reported in the following year, budget. 



the total instructional costa in the University and about .93 percent 
of those in the State University. The current percentages probably 
fall in the sane range. More than half of the State support for the 
Coonunity Colleges is ujed to pay for faculty salaries, but there are 
still no cooparable figures readily available on instructional costs 
in the Conwunity Colleges or on the State's share of those costs. 19/ 

What does it cost the State to provide instruction *'.o full-time 
students? The 1979-80 Governor's Budget supplies an answer to that 
question for undergraduates at the University and State University, 
but not for students at the Coomunity Colleges. The Budget also 
contains figures on instructional ^osts for graduate students in the 
two four-year segnents, but those figures are not strictly 
conparable. While a coo^arison of average instructional costs for 
all students would show a higher average General Fund expenditure at 
the University, even if high-cost health science progrania. were 
excluded, such a comparison would be meaningless. Table' 3. 
therefore, suonarizes only the State General Fund costs of 
i^kstruction for full-time undergraduates in the two senior segments. 
20/ 

TABLE 3 

STATE GENERAL FUND COST OF INSTRUCTION 
PER FULL-TIME EQUIVALENT STUDENT BY LEVEL OF INSTRUCTION 
AND SEGKENT, 1977-78 AND 1978-79 

Level of University State University 

Instruction , 1977-78 1978-79 1977-78 1978-7 9 

Lower Division $2,145 $2,205 $2,291 $2,359 
Upper Division $2,775 $2,820 $2,887 $2,972 



Source of Data: 1979-80 Governor's Budget . Computations based on 

data from pages 948, and 993. 

The figures in Table 3 show the cost to the public of educating an 
undergraduate at the State's public four-year institutions. They 
reveal that the State spends less in General Fund revenues for the 
instruction of full-time undergraduates at the University than at 
the State UniverspL-€y. This does not mean, however, that the total 
cost of instruction for these students is lower at the University. 
It simply means that the State's taxpayers^ provide a larger 
percentage of the total instructional costs and a slightly greater 
amount of money for instruction per undergraduate at the State 
University. 
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Exact figur«*s on the tot«l tost of iuitructioa are not readily 
available, but estimates can be made using data from. the Governor* s 
Budget > the Consumer Price Index> an4 the 1974 Cost of Inttruction 
Study by the Coordinating Council for Higher Education. Assuming 
that the ratio of State-funded costs of instruction to the total 
costs of instruction in 1973-74 have reauiined the si^e, a reasonable 
.estimate of the total cost of ictatruction per student can be i»ade for 
the University and Si^te University in 1977-78.- This method appears 
to provide a slightly better estimate than does projecting the 1973- 
Ik State and total costs forward, using the Cons\imer Price Index. 21/ 

TABLE 4 

ESTIMATED TOTAL^ COST OF INSTRUCTION PER FULL-TIME 
EQUIVALENT STUDENT BY LEVEL OF INSTRUCTION ANO SEGMENT, 

1977-78 ANO 1978-79 



Level of University State University 

Instruction 1977-78 1978-79 1977-78 1978-79 

Lower Division $2,745 $2,820 $2,475 $2,550 

Uppf.r Division $3,550 $3,610 $3,12,0 $3,210 



SoCirce of Data: 19^79-80 Governor' s Budget , pp, 948, 993, Com- 
putations based on ratio of State general funded 
cost of instruction to total cost of instruction 
reported by Coordiaating' Council of Higher 
Education in, 1^ Costs of Instruction in 
California Public Higher Edacatiog , 197A. 

These figures reveal the expected progression— with slightly higher 
total costs of instruction at the University— but two points should 
be noted. First, the differences between the University and State 
University in total instructiional costs at the undergraduate level 
are not as great as the differences in the fees their students pay. 
Second^ in assessing the cost to the public of providing 
undergraduate instruction to California residents at public four- 
year institutions, the cost figures in Table 3 should be used^ not 
those in Table 4. 

The ability of the State to support public higher education depends 
upon three factors: (1) the size of the streaai of incose fron which 
such support must be drawn; (2) the efficiency of the tax instruments 
by which this support is realized; and (3) the willingness of 
Calif ornians to expend funds for this purpose- California ranked 
fourth among the states in 1978-79 in terms of combined state and 
local appropriations for higher education on a per capita basis. It 
should be noted, however, that California has one of the largest 
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student populations of any state, Thus^ while it ranks fourth in 
combined expenditures per capita, it ranks nlAeteenth in combined 
expenditures tor higher education per full*ti|M**^equjvalent st^udent. 
Host of its students attend public institutions^^Calif omia tanks 
thirty-seventh aison^ the states in terms of the perceatage of ita 
college and university ^students enrolled in independent 
institutions. Furthermore, California ranks near the tojp among 4ll 
states in per capita income. When the states are rankexf in terms of 
their combined state and local appropriations for higher education 
per $1,000 of personal income, Califo^rnia dropped from fourth in 
1977-78 to thirteenth in 1978*79. Moreover, California public 
higher education's share of the total State Budget has not increased 
appreciably since 1960, except for a jfcW years almost a decade ago, 
The major question confronting the State is not whether it can afford 
to continue to provide adequate support for higher education, but 
whether its residents and political leaden? are still prepared to do 
so, 22/ 

INDXVIDm COSTS OF HIGHER EDUCATIOH 

The finaDcial ability of students and their families to contribute to 
the cost of education should also be considered vhen evaluating 
various methods for setting fees. Yet, before that can be done, it 
is essential to distinguish among various definitions of college 
costs . One definition, as the Carnegie Commissiop points out , 
defines individual cost as the tuition and fees <^arged etch student, 
A second, defines cost as the out-^of-pocket cost to the student or 
his/her faiuilyi including tuition and fees, room and board, books and 
supplies, and travel and other living costs which may be partially 
offset by student financial aid. The third definition is based on 
foregone iocome-^the wages or income given up by the student in order 
to attend college. 23/ 

The view that tuition and fees constitute the major financial barrier 
to a college education is most common in State budgetary discussions^ 
particularly where the level of tuition and related fees is 
determined directly or indirectly by legislative policy and is seen 
as affecting access to college. Certainly^ this view has become 
deeply ingrained in California, where tuition*^f ree, low^-co&t public 
higher education has long been regarded as a way to make higher 
education democratically accessible and to provide trained manpower 
for the Staters economy. 21 / 

Indeed, the tuition^free principle can be traced back to the very 
origins of public higher education in California. S,ection lU of the 
Organic Act of 1868 that established the University of California 
stated: 
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For the tliw b«irtg, ^daiisic:? fe« aad rmtci of tnition^ 
such ks th± Board of Ref^ats shf*ll d«e» ejqpedieat; , m^y be 
required to aach pupil , lixc^pt at herein otherwise 
provided; and tooa «• the incoifte of the tJalversitf thai! 
permit « adAissioa and taitlo£t thall be free all 
residents of the state. * 25 / 

Although tbc u^aiveraity n^ouid aever become aelf-iiupportiaf a# some 
aatxcipat^d aad others withed, the Regenta abolished th< t^itiOG 
fees three fflonths after the firi^t students arrived on cajwpui in IS69. 
The tuicxon^free priaciplc vas incorporated later into the 1879 
State Couatxtutioc and survived uachajQged ia subaequent years* 
Indeed, for more than a century the finard of Regents generally have 
operated ia accordance ^ith this pr.aciple* and the . State has 
provided adequate levels of financial support. 26/ 

The Trustees of the State University have also operated on a similar 
basis for the most part> although the Organic Act which established 
the first State Honaal School ia San Francisco in 1862 provided in 
Section 4 that *'all persons . . may be instructed in said school 
tor such rates of tuition as the Board of Ttusteea laay dctem^e.** 
27/ This siiatutory euthorixation for tuition persisted long after 
this first Normal School was relocated and becaitte San Joae State 
College, In fact^ a ''tuition fee" existed m the State Colleges 
between 1933 and 1553. While it was subsumed under the Hatcriais and 
services Fee in 195^, statutory recognition of the tuition concept 
continues to exist in the Education Code today. 2S/ 

Reflecting upon the State's proud tradition of public higher 
education, the authors of the I960 faster Plan observed » *'Migher 
education in California is veil regarded in the nat^ion for the 
quality of its programs and services and the broad fange of 
educational opportunities offered its students/* Although they 
recommended increases in the fees students paid for ancillary 
services, the authors concluded, '-The Survey Team believes that the 
traditional policy of nearly a century of tuition-free higher 
education is in the best interests of the State and should be 
continued/' 29/ A recommendation to that effect was included in the 
rtaster Plao and adopted by the Legislature, 

The remarkable durability of the tuition^f ree» low-cost principle in 
California cannot be attributed to a consensus of opinion on the 
subject throughout the State* s long history. The principle has 
always had its critics and during brief periods of finmncia^l 
d i s t res 8 even some of its f i noes t suppo rt e r s have waver«d . Fo r 
exampl<^ ^^ring the severe depression of the 1890a some ae«bers of 
th*" University's Bo\rd of Regents reconAended imposing tuition on 
students. lo both JS95 and 1899^ they were outvoted* The State 
University'?^ brief experi*tnce with tuition, moreover^ coincided with 
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the serious distress aud dislocttioEi of tbe ftett depreiiion of the 
1930b. In more recent years, the tuitloa^free principle Ckwat iftto 
question after the defeit of ^ capital outlay boad laiue for bi$iiter 
education by the voterm in 1968* Mbit recently, the^ auhject was 
reintroduced after the paaaage of Proposition 13. 30/ 

Tne CoioGEiUBxty Colleges were foimded aa an exteaaiojo of th.e JC*12 
system on a tuitxoa-free basis and have been able to ri»aln la^fe^ly 
'*frce schools. VRiile the governing boards of both four-^year 
segments have attesappted generally to adhere to Uie tnition-free 
concept, each has developed fairly si^Eable atudcnt ch^rgea aince 
I960. These charges vary subata0tialXy betveen the Uniwraity and 
the State Univ^eralty, as tables 5 and 6 reveal. |h«re are alao Icaa 
marked sanations in chargei vithln each legjueiit dei^^ndlug upon the 
canipus and the ttudent*s acadt^aic level. Tbe differeiicea in the 
Registration Fee ^t various Univeraity of California ca«pua«a are 
likely to be teurporary. In 1976^ the Regenta gave eawpu* CbJEftCellora 
the option of requesting differential i^ncreasea between 1977-TS a^d 
1979-80, "the total fee not to exceed $349 and $393 per year, 
respectively.** tVo caispuiea reached the ataxiiautt fee level In 1978« 
?9, two aore vill do so m I979^t0^ and four others have requested 
increases for next year. It seeiaa likely that the re»eining fee 
tUf ferentiBls mil be narrowed, if not entirely eliminated, i.<^ithin 
the next several years. 31/ 

Ine other cainpua-by--cAia^ua differences ixi student charges atesi frost 
variations la the fees studenta iispoae on thems^ilvei to support a 
variety of local activities. Tbese variations are Ukely to continue 
in both the University and the State University. 

There is no question that tuition levels have a major effect on a 
student* 3 opportunity to obtain a college education. Economist 
Jos«*ph Pechman oi the Brookings Institution argues: 

fly own v\ev ;s that a system which provides free, or aliaost 
ireV, access to a public institution of higher learning to 
all qualified students is the sia^lest and the taost 
etfective icethod of insuring ^^nrollment of qualified poor 
and near-poor students. 32/ 

»t, at the sa^flie time, the view that tuition is the smjot barrier is 
a narrow one, because even in public institutions tuition represents 
only a ftaction of thr cost of education to the student. 

The broader view *b that the fmanci^si barrier to college includes 
tuition, required fees, and living costs* Ordinarily defined in 
college catalogs as the estimated cost Of attendance^ these 

r^prestjni the cost to the student and his la^sjily and include tuition 
^ad ff^es, room ^nd boArd Cf^iither Uv:ng dt home, in a donBitory, or 
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off c««|>u8)» b«/oks and supplies; travel, and other living e^cpenses. 
It ia this measure of individual xcost uhich is also used in analyzing 
the need for financial aid and in^ detenoiining the aaounts of grants, 
vork-stttdy opportunities, and loans "to be awarded through federal, 
State / and institutional student aid program. 33/ 

There a|^ variations in '*typical*' student budgets. Costs for 
students living away froa hone in dormitories or off ca^^us tend to 
be higher in urban arenas than in j«aller towns or cities. 
Undergraduates who reside at hoate while attending college generally 
sp<»nd less than those who v reside in dormitories or off caflq>us. 
Indeed, one of t^e Msons the Master Plan Survey Team recoonended 
the diversion of loWer-division students from the then State 
Colleges and the University to the "readily a^ccessible junior 
colleges" was "to protect family incomes by permitting more students 
to live at hone while attending college." This pattenx of commuting 
froa hdme is most coonon at the CtwBunity Colleges, but it is also 
widespread at the State University. 34/ 

All three public segments also have large numbers of single students 
livir.g off campus, away from home. According 'to guidelines printed 
by the California Student Aid Commission, the total budget, or 
out-of-pocket cost, for such a student at a Community College would 
average about $3,240. A similar student attending the State 
University would spend an average of $3,475, largely because of the 
higher student fees. At the University a single student living off 
caiiq;>us and away from home could expect to spend from $3,955 at Irvine 
to $4,010 per year at Berkeley in 1978-Z9. 35/ these students, 
the differences in the cost of education among the public segments 
can, for the most part, be explained by the differences in student 
charges and in the cost of living in various communities throughout 
the State. Furthermore, in all three segments, the major cost to the 
student and his family in obtaining % college education is the 
direct, out-of-pocket living expenses they must pay. 

h third approach the questioa of individual cost adopts a still 
broader measure^ vhich includes tuition and required fees plus wbat 
is calXe^i the opportunity cost of college at tendance- the wages or 
^ncoiae given up by virtue of attending college. This ad* t cost is 
uonnally referred to as '^foregone earnings**' The Carnegie ^ 
Coiwaission ia its study^ V?ho Pays ? Who Benefits? Who Should ^Pay?, 
explains: 

Althoujik the inclusion of foregone incosw is appropriate 
for certain types of analysis of college costs**and it is a 
very real cost to the student lAo aust give up a job to 
complete college-.* for other types of considerations it nay 

not be relevant • For the typical patent who supports a son 
or daughter through college^ the choice may be between 



paying for college costs ^ or having the son or daughter 
become an independent^ economic unit. Thus no income to 
these parents is foregone— they merely would be relieved 
of subsistence costs if their child did not attend 
college, and these costs are already included in the 
estimate of monetary outlays for college attendance. 

Sflfflilarly,- foregone income is not a major * factor in the 
^hortrun calculations of costs for many students from 
relatively affluent families. In these cases, the 
, alternative to entering college may not be an immediate 
job, but travel 5 public service, or^ the enjoyment of 
leisure time in the final years of maturing into 
adulthood. But for some students from low-income or from 
lower-middle- income families, foregone earnings are likely 
to be viewed as a significant sacrifice . > > . Thus when we 
consider total economic costs, we find that the barriers 
to college attendance for yoimg people from low-income 
families appear relatively more severe than in terms of 
monetary outlays alone- 36 / 

The issue of foregone earnings cannot be ignored, but its 
significance is \.he subject of continuing debate. Certainly for some 
poor families who rely upon a son^s or daughter's earnings, foregone 
earnings m^:^ represent so large a cost that it actually prevec%s the 
prospective student from attending college. For many poor families, 
as well as most middle-income and well-to-do families, however, the 
question of foregone earnings is irrelevant. There are various 
acceptable metnods for calculating plausible dollar figures for 
foregone earnings > but their mse is best confined to estimating the 
private rate of return on an investment in a college education. When 
trying to determine the ^appropriate balance between the public cost 
of providing higher education and the individual cost of securing 
such ""an education > the inclusion of foregone earnings in confuting 
individual cost is inappropriate- It £s almost impossible to 
detenoine for which families foregone earnings represent a genuine 
cost and for which it does not. Therefore, this study uses required 
fees plus student living expenses as .the best estimate of the 
individual cost of securing a public higher education. 

In suomary^Chere are several aspects of the individual or private 
cost of higher ednfation should be noted. Most California Community 
Colleges chargfe n<^ fees to regular iitudents^ and the statewide 
average charge is less than ten dollars a year. The average charge 
for a full-time undergraduate in the University is $72^ a year^ and 
in the' State University^ $205. Overall,- th-^ required student fees 
for California residents at the St^te^s public institutions are 
mmong the lowest in the nation— a comparison that will be developed 
more fully later. However, this is neither an accident, nor an 
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oversight* Required fees have been kept lov for defcades because of a 
conscious d^^cision be generatioas of State |>olicy makers to do so. 

Moreover > the individual cost of a college education includes ©ore 
than simply the required fees. In fact> the cost for California 
residents this year vill range from about $1»800 a year for a 
CoaaDunity College student residing at home and couBUtlng to school to 
$4,515 a year for an undergraduate at the University of California at 
Berkeley living away from home. These figures^, and those cited 
earlier for students in all three public se^ents vho^are living away 
from home J make it clear that the student's investment in a college 
education is subatantial even under the Staters existing '^tuition- 
free^ low-cost*^ policy. 

Several conclusions about the current relationship between the 
public and individual costs of higher education appear warranted, 
even though there are obvious difficulties inherent in attempting to 
quantify these costs with great precision. First, in both the 
University and State Uniyersity the individual's share of the total 
cost of an undergraduate education is significantly greater than the 
public share or subsidy — $3,500 to $4,500 a year spent hy the student 
aui his or**her family versus $2,200 to $2,900 a year spent by the 
State. The same is probably true* for gradtiate students in these two 
segments, except for those in some profess tonal progrtes in the, 
health sciences at the University. Geoeralizations are a bit more 
hazardous for the Community Colleges, but it appears that the cost to 
the taxpayer to help provide a Community College education does not 
exceed* the cost to 4:he student. Even with the larger number of 
commuter students in that segment who live at home» there are even 
more who work part time or full time and are also taxpayers. 37/ 

Fxnally, although all this information helps define the existing 
relationtifaip between the public and individual costs of higher 
education, it does not resolve the quesnion of what tlie relationship 
should be. That requires a look at how fees are currently set in 
California and at the methods used in other states. It ais<J requires 
a careful assessment of the implications of adopting some other 
approach to .setting student charges. 



CHAPTER 11 



METHODS OF SETTING STUDENT FEES 



THE AUTHORITY TO SET STUDENT FEES IN CALIFORNIA 

la the case of the University of Calif orni«, the IB79 Constitutioa 
aad the Revis iofxi of 1918 gtive to the Regents ull powers of 
organisation snd governance/^ including the pover to set the, level of 
student tuition and fees. The Legislature and Governor can influence 
the Regents through budget control language and through General Fund 
appropriations to the University. Hiis happened in 1899 when 
Governor Gage persuaded the Regents to rescind a tuition fee they had 
just approved, in i97i) when Governor Reagan **co?>vinced*' the Regents 
to raise student fees^ and at other tiAes. The Regepts retain the 
power to make the final decision^ but the lejBlslature and the 
Governor can> if they choose^ severely linit the Regents* #5pt ions . 

The Trustees of the California State University and Colleges have the 
right to set the level of student fees. However, unlike the 
University where tie revenues from student fees are retained by the 
Regents, fee revenues from State University students are considered 
to be a part of the State General Fund* The authority to initiate a 
fee proposal resices with the Trustees, yet the Legislature would be 
involved^ as well, if any major changes were proposed. 

The case of the California Community Colleges is different. Only the 
Legislature has the power to set permissive fees and determine their 
maximum levels for all State-^funded operations, however, the local 
governing boards can decide whether or not to impose such fees. 
There are currently seventeen fees authorized by the Legislature 
that Community Colleges can charge^ but until recently most elected 
to use local funds instead. Hius, while a local govemihg board can 
decide not to impose a fee authorized by the Legislature or to charge 
less than the maximum level authorized, it cannot ioipose any fee for 
State- funded operations that the Legislature has not authorized. 
Moreover, none of the currently authorize^ f««8 io^ State-supported 
courses arc for instructional purposes. The local boards do retain 
the authority to set fees for community services and other non-credit 
courses which do not receive State support. 



Kims OF STUDENT FEES AHD THEIR USE 

In ^ost states, tuition re^rs to a charge levied on students to help 
defray part of, the cost ol Instruction and student services* In 

California, the policy has been that student charges may be used for 
purposes complementary to, but not a part of, the instructional^ 




program. That is, student charges have helped to >p«y that cost of 
studentv services, but only rarely have they been used to directly 
fund iWstructional prograois. None of. thp three public se0Mnts 
currently charges tuition to students who are California residents, 
except for those taking cowunity service or extension courses « 
There is a tuition charge, however, for nonresident students at both 
the University and the State University; Although waived for some 
graduate students from other states, the nonresident tuition at the 
University was $1,905 a year in 1978-79 and yill increase to $2,400 
;in 1979-80.. At the State Unj^versity, the nonresident tuition charge 
was $1,710 this past? year, and will increase to $1,800 this year. 

At the University of California, students presently are chsi^rged a 
Registration Fee, an Educational Fee, and as. variety of Student 
Activity Fee.s* According to policies adopted by the Regents ^ income 
from the Registration Fee '^shall continue to be used for services,^ 
other than student financial aid, which benefit the student and which 
are' complementary to, but not a part of, the instructional program.'^ 
Until 1977-78, a small portioi^ of "this fei& income was spent on 
instruction and departmental research laboratory costs, but at that' 
time these activities were shifted to General Fund support- A 
portion of the Registration Fee up to this past year also^ supported 
the cost of administering the University's student financial aid" 
programs^ When the St^te refused to allow these costs be shifted 
to General Fund support, the Regents decided to support the' 
administration of student financial aid from Educational Fee income. 
38/ 

The University's Educational Fee was established in 1970.^ Until 

recently it was used primarily to finance capital outlay projects, 

although it also helped support various operating programs* In 1976, 

the Regents adopted the following policy, ^'Educational Fee income 

shall be used exclusively for support of student financial aid and 

related programs."' In 197^-79, the income from the Educational Fee, 

along with balances carried over from prior years, provided $30.5 

million for student financial aid, $1«9 million to fund student 

affirmative action programs^ and $4*9 million to cover the costs of 

financial aid administration. In addition, $5^7 million in 

Educational Fee revenues were used to partially offset budget cuts 

imposed by^ the Legislature and Governor this past year. 39/ 

* ^^^^ 

The University, aliso charges a variety of Student Activity Fees . The 
individual campuses can levy such fees, up to the limits adopted by 
the Regents > to help finance a large number of student programs, 
student organizations, and the fcacilities for student, activities • 
Siich fees vairy from campus to campus, and the income from them is 
retained by each campus to support its own distinctive mixture of 
student activities. ^ 



In the St«t^'Univ«rsity, there ere two genereX kinds of fees students 
are expected to payj « Student Services Fee and Student Activity 
Fees. The Student Services Fee, once called the Materials and 
Services Fee, corresponds aost closely to the Refistration Fee at the 
University. Its priaary use is to support certain student services 
such as counseling, testing, places^nt, housing, financial aid 
administration (but not student aid itself) , the office of the Dean 
of Students, and health services. A portion of the Student Services 
Fee was once used to support instruction. Beginning in 1975, 
however, the mmxivm fee was held constant until the General Fund 
"absorbed the full cost of \instructional supplies." Like the 
University, the snail anount of" instructional support once provided 
by Student Services Fees has been largely phased out« Yet, unlike 
the University, the State University's Student Services Fee varieji 
depending upon whether a student takes nore than six units or whether 
he or she takes less. Furthermore, while the University retains the 
income generated by all its fee charges, the State University 
campuses retain only the income from their Student Activity Fees. 
The income from the Student Services Fee is considered to be a part 
• of the State General Fund. 40/ 

The kinds of • student fees charged and their uses make California 
somewhat exceptional. The tradition that students should not pay any 
of the direct costs of instruction is a striking example, although in 
many ways it is a natural legacy, of the State's long history of 
tuition-free public higher education. It can be argued, however, 
that since the major individual benefits students secure from a 
higher education derive from the instruction they receive, students 
should assume some of the responsibility to pay for a portion of the 
cost. Although not necessarily compelling, there are valid 
arguments for using student charges for the support of instructional 
and student service expenditures, but not for the support of 
sponsored research or for public service activities. 

The seccnd distinctive feature of California's current student fees 
and their xise involves the- use of a portion of those fees to provide 
financial aid for other students or to pay for the administration of 
financial aid programs. Vlhile Washington and a few other states have 
adopted similar measures, this practice is philosophically difficult 
to justify and widely questioned. In 1969, a report on student 
charges by the Coordinating Council of Higher Education concluded 
that the State should support student f inane jfal aid.' It argued:. 

Equality of economic and social opportunity which may be 
accoa^lished in part through equality of educational 
opportunity, is the basis for the distribution of 
financial aid to those students unable to afford the cost 
of education. . The provision of equa) educational oppor- 
tunity, which serves to redistribute wealth either among 



tbls or future generations » Is usually cited as one of the 
legitimate justifications f6t govemoMtnt intervention in 
highec education. Student financial assistance is 
directed largely to the social, as opposed to pj^vate, 
benefits of education. As a consequence » it OMy be argued 
that the State rather than certain students and their 
families, should support such an activity. 41/ 

Because of tl^e considerable cpsts involved^ Uie State corttiaues to 
ignore the logic of such irgunents. the result is an embarrassing 
situation. Students now provide the money for the administration of 
student financial aid programs on University and State University 
campuses. Moreover, at the University > students in 1978-'7^ provided 
through the Educational Fee $30*5 million in student aid for their 
fellow students^ In the same year, the State provided only $11^7 
million in financial aid to University students. Current political 
pressures on the State budget^making process may make the resolution 
of this inequi'^y impossible in the near future ^ but the need for such ^ 
3 change is clear. As the Carnegie Commission concluded in Who Pays ? 
Who Benefits? Who Should Pay ? t 

The basic responsibility for equalising opportunity should 
be carried as a public cost, and particularly at the 
federal level, an<l not as a cost assessed against 
individual institutions of higher education or against 

other students. 42/ , . ' 

In suamary, while the tradition of tuition-free, low-cost public 
higher education is an old and enduring one in California, the 
existing student fee policies and practices do not appear to be based 
upon particularly consistent criteria. As one careful student of the 
subject observed: 

The distinction between "tuition'* and fees may not even be 
relevant . ' The relevant criterion would appear to be 
whether or not an activity contributes to the private, as 
opposed to the social, returns associated with higher 
education. Some pojrtion of the private returns should be 
incorporated in the student charge. Whether the charge is 
termed "tuition** or "fees^* or '•tuition and "^ees** does not 
se^m iaiportant. 43/ 

Since the public and individual benefits of higher education cannot 
be measured against the public and individual costs with any pre- 
cision, the most useful approach to trying to resolve this dilemma is 
to examine other methods of setting student charges that have been or 
that might be used. At the "same time, .it is essential to remember 
that student charges should not be determined in a vacutmi. The goals 
which the State hopes to achieve through its systen of higher - 



«dac«tloa wmj ik««d to b« r««its«ssed, but thove goals should be the 
starting point for any evaluation of student charges . 

OTHER METHODS FOR DETERMINING STUDENT CHJ^GES 

Among the major issues in determining the level of student charges 
are the following: 

1- Wbat share of the cost of education in each type of institution 
should be borne by students through student charges? 

2. What share of the cost should be borne by the other outjor 
sources of fini^ncial support » especially by the general 
taxpayer through State and local government support? 

3. Should the share of ^he cost borne by each source be different 
for different levels of education such as lower division » upper 
division » and graduate? 

Among the most coianonly used methods of determining the appropriate 
level of student charges are those based on the following: (1) a 
predeteri»:lned percentage of the cost of instruction, (2) the level of 
the student, (3) a comparison with charges at similar institutions in 
other states, (4) the distinction between credit and noncredit 
course work in Community Colleges, (5) differences in the future 
earning potential of students with different majors, or (6) 
projected budget shortfalls. 



The Cost-of- Instruction Methoci 

The cost-of- instruction method is currently used by Colorado, 
Florida, Kansas, New Huipshire (nonresident students), Oregon, 
Washington, and Wisconsin. Massachusetts is in the midst of trying 
to implement this approach for nonresident students, and a number of 
other states are considering adopting it for both resident and 
nonresident students. 

This method requires a precise specification of all the coiqponents of 
an institution's budget. At the very least, it should distinguish 
between instructionally related costs and other costs, such as 
research and public services. The computation of such costs should 
include both the direct cost of instruction and a pro rata share of 
tbe^ costs for libraries, maintenance of plant, and other 
institutional services. This requires fairly uniform accounting 
procedures at all of a state's public institutions and soom agreed- 
upon procedures for assigning and confuting costs. The required 
consensus is invariably difficult to achieve, even in a state with 
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only a few institutioas of public higher education. The problem is 
that even small technical adjustments in cost accounting procedures 
can have immense financial implications) partirularly in large 
systems. — 

As currently practiced, the cost-^of -instruction method is really a 
variety of different methods. Normally » the instructional costs are 
computed for different student levels. Sometimes .e distinction is 
8ioq[>ly between undergraduates and graduate students. Florida, on 
the other hand, computes' general instructional costs for five 
different student levels.* (1) l«wer division undergraduate, (2) 
upper division undergraduate, (3) graduate level, exclusive of 
thesis/dissertation, (4) graduate level thesis/dissertation," and (5) 
profesaional . 

the percentage of instructional costs a student is expected to pay 
varies among states. It often varies by the type of institution the 
student attends, and almost always differs between residents and 
nonresidents. For resident undergraduates in public four^^year 
institutions, Florida sets tuition charges at 30.0 percent of the 
cost of instruction at each 'student level. Host other states use 
fewer student levels in their computations and set \uition or fees in 
their four-year institutions at 25.0 percent of cost. Washington, 
which has one of the more careful and elaborate procedures for 
determining costs, originally proposed using a 16.7 percent 
instructional cost figure for its two-year colleges, 20.0 percent 
for its state colleges, and 25.0 percent for its state universities. 
After modification by the Legislature, fees at the state 
universities were set at approximately 25.0 percent of the cost of 
instruction, those at the state colleges were set at 80.0 percent of 
the university level, and those at the public conmunity colleges were 
set at 67.0 percent of the university level. Most of the states 
using the cost-of-instruction method make some provision for the 
schools themselves to set their student activity fees, although 
ntaximun limits are often established. 44/ 

Some states attea^t to establish a connection between tuition or fee 
charges and educational costs without making any rigorous analysis 
of the cost of instruction. Such efforts normally involve an attempt 
to separate direct and indirect instructional costs from other 
expenses, but not always. Occasionally, the procedure involves 
little more than dividing the institution.* s-^otal appropriation by 
the total number of full*time-'equivalent atudents i^ has enrolled. 
The deficiencies of this latter approach are obvious, even when an 
institution does not operate a OMdical school.^ Fortunately, most of 
the states have a better approach. ^ 
' \ 

In Illi^is, for example, the tuition rate at public four-year insti- 
tutions varies from 25.8 to 31.2 percent of instructional costs. In 



Himiesota^ the Higher Kducatioo Coordinatiag Board recently approved 
a proposal to more nearly equalise the percentage of the cost of 
instruction students pay at the st4te*s different kinds of pi^lic 
institutions. The aijs is to narrow current differences a8H>ng the 
State University System ^ the University of Hinnesota^ the CoMsunity 
College Systes^ and Area Vocational Technical Institutea^ so that by 
the end of the 1979-81 hienniusiy tuition revenue will cover not leas 
than 25.0 percent nor awre than 30*0 percent of iustructional costs. 
Tuition charges will continue to. vary because Instructional costs 
vary among the staters different educational systems, but the 
percentage of the costs of instruction students are expected to pay 
in Minnesota will be aore equitably distributed. In Hichigsu, 
students at community colleges tre expected to provide 24.0 percent 
of the revenues needed, but in the past the figure was as high as 
33.0 percent. In that state's four^year institutions, students are 
charged approximi^tely • 22.0 percent of the total costs^^not just 
instructional costs. In all these states, the computation of 
educational costs lacks the precision of Colorado, Washington^ and a 
few others « The same could be said of the techniques used in 
California to determine the level of nonresident student charges at 
the University and State University. 45/ 

Ideally, a cost-df •instruction policy would assess each student^ 3 
charges as a function of the actual costs of his or her education. 
In practice, however, separate tuition charges for each student 
would create excessive administrative costs. Moreover,^ a cost-of- 
instruction approach based on the student's ouijor^or field of study, 
has other deficiencies. First, there is not always any clear-cut 
relationship between the costs of instruction in a discipline and the 
future earnings of its graduates^ Although the connection SMiy be 
obvious for doctors in siedical school, nursiag provides an excellent 
exasq>le of a high^coi^t instructional prograsi whose graduates do not 
receive high wages. The adoption of a cos t^of- instruction siethod 
based on each student ^s aajor would discriminate ageinat students 
who choose careers which offer low financial rewards » such as 
teaching, the ministry, or hcwesMiking. Such a system tends to 
encourage students to choose high-cost fielJg of instruction only 
when those fields ere likely to lead to large monetary gains. To 
that extent, this particular approach to cost^of^instruction fee 
schedules divorces the determination of student-fee levels from 
deeini^ons about society needs ^nd the etete^^ii-goale end objectives 
for public higher education. 46 / 

lo suMwry, the co»t*o£-iiiitcuctlon teclmiqae eta be • fairly 
objective netbod for deteminint student cbertes» although 
deteminiag the percentes^ those costs the student should pay is 
inherently arbitrary. One of the swthod's virtues is that it smre 
nearly relates student charges to one of the aajor individual 
benefits students receive fron higher education. Sooe argue that 



ba3iiig chargct oii an arbitrary percantage of an eve r-ifici:ea ting cbat 
does not adequately consider the ability of students .and tJieir 
families to pay. Others elaia that this laethod vould pit students 
against faculty by appearing to tia faculty salary increases to 
increases in student charges. }fb .e the latter argument is overly 
simplified, both criticisms Illustrate potential problems « Hore- 
over, if the determination of instructional cdsts is done casually or 
crudely ) the method has little to cosMMnd it. There is also the 
question of timeliness: how often should these costs be recos^uted 
and in what manner? In states with large numbers of public 
institutions^* such as Califo|:nia , even the task of developing 
suitable accounting procedures and securing agreement on the 
assignment of coats would be formidable to say the least. The cost'- 
of- instruction method seems to work l^t in those states with few 
public postsecondairy institutions* 47 / 

Base Charges on the Level of Student 

This approach can be a variation o^M*e, cos t-of- instruction method » 
but not all the states that employ At make csreful cost calculations. 
The Carnegie Comnission aptly summarized the rationale for this 
method when it stated. "We believe that tuititn should be m6re nearly 
proportional to costs, rather than regressive? against students at 
the Icvver levels/*^ 48/ 

the assumption underlying this approach is that sinc^the cost of 
educating students varies with their academic levels thesamount they 
pay should reflect the difference. This does not mean i&l^at the 
students* share of instructional costs-*the percentage of th*^^^sts 
they are expected to pay— should increase depending on their level. 
It does mehn that since instructional costs increase, the amount 
students at advanced undergraduate or graduate levels are expected 
to p^y should increase • Some proponents of -this method argue that 
keeping charges lower during the first two years of college 
facilitates access to postsecondary education because it minimises 
some of the financial risks until students can more accurately assess 
the likelihood of their successfully completing a degree* 

Hew York St»te requires student* at the s«im level to pay 
approximately the same charge whether they attend a two- or four-year 
institution. At the sane tiae, upper-division undergraduates are- 
expected to pay $150 a year more than lower-diviaion students. 
Michigan haa a sinilar differential in its public. fovr*y«ar 
Institutions » with upper-division students charged $140 a year more 
than lower-division students. On the other hand, coammity college' 
students in that state ^ who are lower-division students too, are 
charged only half as much as similar students in the four-^year 
institutions, and there are also variations in charges among the 
four-year institutions. 



Most st«tea, Including Calif orai«^ h.*v« scoe diff«renti*l la the 
charf«« paid by undergtiduate And gxaduate itudtntt. In »<^«t c«»e*» 
bow«v«t» tb« differences are noaljoal and Axtt nn^ beted om confuted 
differencet in tiie ccst of tnetruction. Many states also dlstingudsfe 
between graduaji^e and profess ioa41 progrsttt and ssse'iis different 
charges for students in •edlcal or law school Uum for those In a 
fliaater '* or doctoral program. Florida, for ejcasiple, disCinguishas 
among three different types of graduate^ievel students and 
calculates coats and charges accordlagly. In Calltornia, graduate 
students in State University master's degr<^e programs are charged 
the same amount as undergraduates. Gradujtte students at the' 
University are charged $60 a year more than undergraduates^ whether 
they are working toward a master's, a Ph.D.» a law degree^ or 
preparing to become a doctor, 49/ 

The Carnegxe Coomission recc^mmended that tuition aad fees be 
determined separately for four different levels of student; (1) the 
Associate degree, ^(2) Bachelor* s and Hester's degrees, (3) the Fh,&. 
degree, and (4) other advanced professional degrees. Whether this or 
some other breakdown is juaed, and whether chsi;:ges are based on tJtxf 
cost of instruction at eich level dr ratios are used, this app^ach 
has some advantages. M)st notably, it m©re strongly reflects 
conscious policy decisVons about the goal* and educational 
priorities of a state thAo does the cost~of -instruction tcchaiquc^ 
which is mechanical and bjflgec based. 50/ /** 



Base Charges on Comparisons with Similar Institutions Elsewhere 

Student charges iij public postaecoudary education vary widely by 
state and by type of institution. For comparisons to be meaningful , 
therefore, care must be exercised to insure that the appropriate 
states and institutions are being compsted- la general » the level of 
student charges in the public sector varies with the proportioi^of 
students enrolled In the private sector. Except for Hassachusetts 
and the District of Columbia, public tuition and fees are 
cottsistenSly higher in those states in which the private sector is 
relatively large and lower in those states in which it is relatively 
small. This may reflect the effect of prices at public icstitutions 
on the public-private enrollment mix; or it may reveal tustead the 
effect ^ Isrge pri vat* sector has on the proceia by which public 
tuition is set; or it may result from a combination of both. In any 
event » the order in which a state's Inst of higher education 

developed, and its history, traditions, rad goals are iaportaiit 
determinants of the kinds of public educational institutions s state 
has and of its current student-charge levels 51/ 

The May 29, 1979, issue of Chronicle of Higher Education provides 
a useful point of departure for a national comparison because it re- 



porta the student chargiea at ^)ver l,tOO coll«iis *nd ualversitlei 
throug*ioat the cojuitry. Tbc average amiual coat of tuition and fees 
at public ♦ tVo^year coanuAity collegea Increaaed frod $389 tn 1977- 
78 to $408 iB l978-*7f . The oatioaal averaie for atudent charges lo 
pu-blic £ou.ic-year iijatitutiotia increaaed frwi $621 to 1977-78 to $651 
m 1978-79. This year thoae chargea are expected to lucreaae to aa 
average of $680 per year » 5|/ 

The uaufuiQess of these cowpariaooa i« liaiced» hovever. A careful 
check •'of the iastitutiona iisEed revaala that fflany of the »ajor 
public universities are not iaciud-ad. Moreover, the averagea 
preteated for four-year loa^itutioiMk do not dlfferexiitiate betweea 
state colleges "^od ^rate universities. Siaaily, few states have 
public, four-year college or lasiversity ^yateiw that caa he coopared 
appropriateiy w^th the University of Cfllifomia or the Califoroia 
^tatfi Ottiversity and Colleges. \ 

The College Schoiarship S*nnce provid^lB a more cooiplete listiag of 
the puiJltc tiii%>-yedr ana fouif-year mstitutioos m every state lo ita 
publication, Stmieot Eyyt' osef at Poatsecoodary lastltjitioas ^ 1978-79 
^j[9. However, state very little can be learoed by eoaparl^g studeot 
charges at McHeeae State University io Louisiana or Htaot State 
Co I leg*' in North iiakota vith Berkeley, or San Fraoclsco 3tate» 
nai^iooal averjiges or averages N^r each state serve little piiri^ose in 
detensiRiog vhat studeot charges should be. Instead, the list of 
(o«>i^arisoo institutioas used xn the Posts ecoodary Educatioa 
Cossaission' « amiual report oo faculty salaries provides a more 
appropriate basis. This list wakes it possible to coaj>are studeot 
charges m Caii5:onii.a lastitucions with those at aore oearly 
^n^logc^s public colieges and universities in other states. The 
results/ for the Uoiversity of California's public cowpart^^oo 
xcstitii^Lioas are preaear.ed m Table ?. Those for the Calif oraia 
State* Uaiversity and Colleges' coarparisofi lastitut loas are la Table 
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TABU 7 

TUITION ANO FEES AT THE UNIYERSITY OF CALIFORHIA 
ANO ITS PUeUC COHPAWSON tN$TtT\JTI(»iS 
1977-78 AKO 1978-79 



of mtaott, 

kvtBua m mxxt 
3c CAtOTOia 



^Mldiftt Tuition wi F 



♦10 

$?i0 



V 



tft 1977- ?a, tiiree of the t&Liv«r»tty*a co«p4icx«oii mitiiuit.4t>iai had 
3tudeQtf ciiArf«« that. »r«re hiib^r tJbkaa t^o«« at tlx« Ualv%f»iCy't aoiit 
exp«n«iv« cjuiip«|«— S*fttji Tin foujrtk in»tttiitiom had civar^s 

aiaiiar to Oaiveraity't for iNi«i4«at uad«rtc«ittuii;«s . For tl» 
p»«t *c*<l<«ic year, hoi#ev«r, Uie charget for rmntdva, uad«rtraduatei 
«c all four co«p*rlftoa la«tit:ucloii« «»c»Afi«d ttbo»«. «t tiitt 
U<i^v«r»ity, For aoBr«ai4ieiit uiui«rtr«tluii;tts, ottly tlw l3olv»r»ity o€ 
Mlchi.g*a at Aaa Art>or aa4 tiM HMlv^rslty of Vlscossia at l$a4isofi 
ctiArfffd aa audi or aor* Uiaii UiifrBaiv«nity of Calif omia» CoBpared 
to the other four aajor, preatige public uAivenltiea in Uie coimtry» 
the average atudeat chargea for r«al4«At undttrgraduatea at ti»a 
Ualvaraity of Caiiforaia currently range fro» 11,0 to 41.0 percent 
lover. aewever, the Uolveralty'a diarget for iloiireai4i^t 
uadergraduaote average S.4 percent higher than their coflperieon 
iikatitittioiia, and the i^nxversity' • nonreaident toitioo and feea 
iocreaaed-fro* $2,629 to $3,UA this year. 



TABLE 8 



TUITION AND FEES AT THE CALIFORNIA STATE UNIVERSITY AND COLLEOES 
AHO THEIR PUBLIC COMPARISON INSTITUTIONS. 1977-78 AND 1978-79 



Resident TaUlon dud Fees Nonresident Tuition and Fees 



Uni v^r s 1 ty or Co i i e^e 


10^7 *70 

iy//-*/o 


1 €f7n 7 0 


1077 7fi 




Boiiilijng Green Stace 


A ^ /V 

? 0/0 








Illinois State University 






1 7AA 

I f ' u*» 




Inaiana State UAiveraity 


J^J 


Si An 


1 #v*iA 




lovia atate UQiveraity 


7 tic 


7 'i*^ 
f J J 




1 701 


niBMX uuxversiiy vunioj * 


1 ^ UZU 




2 ^9A 




No , 1 1 ii uo is Uni v«r 8 1 t y 




AA 




1.800 


i^ortland State University 


^ ^ 

736 






r> fiii7 


Southern Illinoia University 




<OA 


1 70Ji^ 




^ u fi I X Dany 






1 241^ 1 541 


1 241-1 541 


SUMY--Buffalo College 




791*941 


1,241-1,541 


i,241«l»541 


University of Colorado 


800 


8A5 


2,600 


2,845 


University of 8aw&li--l4aaoa 


478 


A78 


1 , 133 


1,153 


University of Hevada-^Reno 


660 


6^0 


2,160 


2,m 


University of Oregon 


7A0 


789 


2,489 


2.63? 


University of Wisconsin-l4ilwaukee 


748 


938 


2,698 


2,972 


Virginia Polytechnic Institute 








' 1,555 


and State University 


62? 


790 


1,257 


Wayne State University 


978-1,065 


1,074-1,169 


2,646-2,889 


2.643-2,882 


Western Hlchlgan University 


765 


765 


1,725 


1,730 



AVERACi'. FOR COHPARISON 

IKSTIIHTIONS • $ 772 $ 822** $1,947 $2,059** 

AVERAGE FOR CSUC $ 200 $ 205 $1,766 ?1.915 



*The hyphenated figures are for iower-divlsion and upper-division atudeQts at inetlcutlons that 
have different charges for the level of the student . 

•♦Average baaed on seventeen rather tlian eighteen institutions because the figures for one was not 
available for 1978-79. This probably produces a very slight upward bias to the 1978-79 a^t^ragea. 

Source of Data: State of Washington Council for Foscsecondary Education, Tuition and/or Required 

Fees (January 1979) and calla by Coaaission staff to each Instltut'ton. - r- 



Table; a reveal* that the^ ii e auch tr*«^«*^ dlaperlJty between the 
«tu4eat cbertee at the ataeteea caipttaet ot Stete (ioifereity 
aystes aad tiioae at Iti ei|pitee& eoap«ri«oa iastltotieas^ The leaat 
exyc^ive of the coii[pariao& iastltutioftt chergea residant stiideata 
»ore then three tlaea ea bu^ at dor^s the mat cxpeultft State 
Uttlvetsity caaipua. For noiurealdeikt atudeata, the dlit^mtiel ta 
auch narrower, lievertheleaa, the charfea for reeid^t atudeftta at 
the State UniveraitT are 7$. I percent lower than the avarete et the 
coaparit^n inatittttions, and for nonreaident atudenta 7.0 percent 
lover. Theae differencea are auch aore aubatantial thkn the onea 
betveen the average Unlveraity of California ca^poa and it* public 
coapariaon univera'itlei . 

The California Coa auul ty Collegea alao atand out aa exc^tiona. 
Table 9 auaaarlzes the average ttudent chargea in aeiected atatea, 

although there it often conaiderable local variaf ion vithin each 



TABLE 9 

AVERAGE RESIDENT AND NONRESIDENT STUDENT CHARGES 
FOR COMHUNITY COUESES IN SELECTED STATES, 
1977-78 ami 1978*79 



Residents Nonresidents 



State 


1977«78 


1978-79 


1977-78 


1978-79 


AxlZOtlB 


$121 


$146 




$1,594 


CALIFOBKIA 




-0- 




1,500 


Colorado 


360 


360 




1.323 


Florl a 


339 


375 




780 


Illinois 


418 


405 




2.001 


Hichigaa 


436 


464 




729 


New York 


722 


722 


$1,394 


1,394 


Oregon 


345 


381' 




1,520 


Texas 




120 




400 


^ehingtroQ 


286 


306 




1,188 



Source of Data: State of Washington Council for Postaccondarv 

Education, Tuition and /or Required Fees , 

(January 1979). 
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stitt#. Thm fifttr« for Colorado » Florida » Orofoa^ and Vaaliiiiitc& are 

particularly intereatlag becauaa each of these atatea att^iq^ta to 
base atudeat charges oa a predetermined percentage of the actual, 
costs of instruction. The SNSthod of ccMputation varies ^ aa do#s the 
percentage of instructional costs students are ex^iected to pay» but 
10 SK>at caaea the average charge in these fdur states If 
approxiaately $356 for residents^ or about $12 per credit unit' for a 
full^tSise student* No state, aside from California i provides * free 
comiiunity college education to its; residents^ 54/ 

Clearly I it is in the Connunity Colleges and the State ^Jniversi ty 
that California pa.ttem of student charges' differs siost. aiarkedly 
from that of other states. Table 10 provides ^ convenient ^siianiiry of 
these differences for st'ates that contain UniversiVy a^/or State 
University coopari^on iiistitutions or that are Includfd in - the 
cowBiunity college list in Table 9. The figures express tne average 
student charges at connunity colleges and state colleges as a 
percentage of the average charges at a staters loajor university 
campus or campuses. The figiires are based on total tuition and fees 
charged to resident undergraduates in 1978-79- 

/ A . ' 

Table 10 reveals that it if usumliy BOCDevhat less expensive to attend 
a state college than the major state university in the aaoic state* 
The range is aortaally quite narrow, however. Indeed, nowhere else is 
the cost differential between a state college systea and a university 
systom as grei<t as it is In California.. Of course the presence of a 
tuitiou-f r<fe Cocmuntty College systeiD is a loajor factor^ since State 
University campuses are the primary transfer poinjtl^ for Cojaounity* 
College students. In most other states^ average student charges in 
the community colleges are about 33.0 to 45.0 percent of those at the 
jpajor state university. 

This latter point is quite revealing because it illustrates s<^e of 
the shortcomings inherent in the coasparxson laethod- While the method 
can determine whether differences exist between this state and 
others with respect to student charges^ it can neither explain why 
these differences exist nor detejnnine whether they should continue. 
In short, the coniparison method can help to deten»ine what other 
states are doing, but it cannot determine whether California could 
better achieve its educational objectives by imitating the rest of 
the country. 
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TABLE 10 



AV£RAfi£ STUbENT CHARGES BY SEGMENT AS A . 
PERCENTAGE OF UNIVERSITY CHARGES, 1978-79 

CormunltV Colleges State Colleges University 





nlflOUn t 




nlTOUflU 




niWvfl V 


Arizona 


$146 


26 


$ . 500 


91 


$ 550 


CALIFORNIA 


7 


1 


205 


28 ^ 


724 


Colorado 


360 


43 


^ao 


69 


845 


Florida 


375 


53 


709 


100 


709 


Illinois 


•AOS 


48 


704 


83 


846 


Indiana 


, 807 


93 


840 


96 ^ 


870 








694 


92 


750 


Michigan 


464 


37 


835 


67 


1»238* 


Hlnnaseca 


540> 


54 


608 


61 


994 


New York 


722 


81 


895* 


100 


895* 


Ohio 






1,019 


104 


975 


Texas 


120 


32 


348 


92 


378 


Virginia 


300 


35 


934 


lie 


■ 849 


Washington 


306 


44 


"618 


90 


687 


< 

Wisconsin 


678 


83 


761 


94 


812 


*This figure 


represents 


an average 


of the 3.ower-d±vlslon 


and upper 



division charges for resident undergraduates* 



Base Cotnmunity College Charges on Credit/Noncredlt Distinction 

Charging students for noncredit^ continuing education courses in the 
Community Colleges while maintaining a no-fee or low-fer policy for 
college transfer and vocational*- training courses is another 
possibility. Coonunity service courses in California are already 
required to be self supporting^ although until last year they were 
partially subsidized by perslsslve conunity i^ervice tax overrides 
in some Community College districts * Making comc^ibjty service 
courses entirely self supporting would place then on much the same 
fimding basis as extension courses in the tJniversity and State 
University. In the Community Colleges, however, the distinctions 



among credit, noncrediit) transfer, vocational ^ and comunity service 
courses have become blurred in recent years. Furthermore, some 
districts Buch as San Francisco » San Diego ^ and Hortfa Orange have 
exclusive Jurisdiction over all adult education courses , vhile in 
other districts the K*12 system of fra all such courses « To initiate 
and administer a student charge system based on £\amy dist4.nctioas 
would lead to serious inequitsies if it were not preceded by other 
changes * 



Base Student Charges on the Future Earnings of the Student 

If the rationale for a tuition policy is based in large part on the 
future earnings prospects of college graduates^ .it might also appear 
desirable to establish differential charges that recognize 
differences in future earnings. To be implemented » this method would 
first require an elaborate compilation of the future earnings 
potential of a wide variety of occupations, ^ile this approach 
might be more equitable in theory than the flat-rate approaches 
mentiohed earlier, it. is not without its serious shortcomings « 
Firsts and roost funoamental^ it is ioqpossible to accurately forecast 
the earnings potential <^f the staggering array of occupations that 
make up the modern economy. Second ^ even if the future earnings of a 
wide variety of occupations could be-^ forecast^ this method divorces 
what a student is asked to pay from what he or she is able to pay* 
Further > basing current charges on students^ future earnings 
potential ignores the fact that many students do not decide on a 
major until their junior year or later. It also ignores the fact 
that there is not always a clear connection between students' majors 
and their future careers. If implemented^ it would probably be 
subject to the kinds of manipulation and deceptive choices of 
^'majors'* that have- characterized undergraduates at Cornell 
University for years , 55/ 

Today the extent to which a college,, education insures higher future 
earnings is being debated. College graduates ^ ^ a number of 
occupations apparently earn less than some uni> .-.ad workers in 
industry and in certain skilled trades. Other college graduates 
clearly earn more than mo^t nongraduates . If a state wants to try to 
recapture some of the costs of providing college instruction by a 
method that accurately and more equitably reflects the actual 
increased earnings of many of its graduates » then refinements in its 
income tax system are probably a fairer way to achieve this goal. 
Furthermore^ the graduated income tax, unlike a system of graduated 
tuition or fees, would not penalize those students who majored in 
subjects that led less renumerative^ yet socially desirable^ 
careers , 



\ 



Bast istudent Chargts on th« Ant1c1p«t«<l Deficits In ScgMnUl 

Budgets 

This approach has little to recooaead it, but it is soaetiaet used. 
It %K>uld establish an unhealthy precedent by divorcing student 
charges from either the quality pi instruction offered or its cost. 
A' major loss in operating revenue by any aegaent^ such as tha one 
possibly facing California's Consunity Colleges after Proposition 
13, ^^ould require substantial increases in stiident charges even 
thougk the "cost of instruction" reaained unchanged. The sane is 
true of the budgetary cuts inposed on the University and State. 
University during the past year and adopted for this year. ^ An 
increase in student charges to offset these budget reductions ifould, 
in effect, "taat" the students for General Fund revenue by indirectly 
forcing the imposition of a higher "charge to coiq;>ensate for the lower 
State appropriations. Moreover, student charges W9«ld be increased 
at the very time that the educational services the stuikent was paying 
for were cut. Unlike some of the other methods fon^ determining 
student charges discussed earlier, this approach h^s little to 
recoamend it beyond simple expediency. 56 / 



/ 
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CHAPTER in 

THE EFFECTS OF STUDENT CHARGES ON ENROLLMENT AND REVENUE 

*"'•■ 

Thus f«r» this report hss assessed the sociel sad iadlvlduel benefits 
of public higher education snd exsained the socisl sad individusl 
costs. It has reviewed the current levels of student charges in the 
three public segnents» described the ways incoae froa the« is used, 
and eval'Mted a number of alternative oMthods for dcterBiiUng. 
student charges. This, however, is only half the story. 

Any satisfactory answer to Uie question of increasing student 
charges requires a careful assessoient of the iapact changes would 
have. This raises a whole host of additional questions. What level 
of student charges is aost reasonable? What iapact would different 
fee levels have on student participation rates? What inpact would 
different fee levels have on the access of various ainority and low- 
incoae groups to public postsecondary education? How would an 
increase in student charges affect full-tiae students? Part-tiae 
students? Undergraduates? Graduate students? Professional school 
students? How would different fee levels affect the distribution of 
enrollments anK>ng the public segments? Between the public and 
independent segaej^s? Vfhat provisions would need to be aade to 
increase financial aid if student charges were increased? What 
sources of additional aid would be available? How large an 
enrollment drop would be likely if new charges were ii^posed and 
additional aid were not made available? What methods might be used 
to determine student charges? Finally, what would the implications 
be of adopting any of the alternative methods for setting fees? 



REVIEW OF THE LITERATURE ON THE IMPACT OF PRICE ON ENROLLMENT 

What follows is a brief, nontechnical review of existing empirical 
studies on the impact of price on the demand for higher .education. 
It is designed to provide readers with a kind of infornted 
skepticism—that is, leaving them with neither **a blind and 
unwarranted faith 'in the accuracy of the numbers nor ... an equally 
uninformed disbelief in ^em." 37/ The discussion will attempt to 
convey the strengths and limitations of the data and methods used in 
these studies, as well es to susmuirize their findings. 

Most of the studies that examine the effects of price on student 
enrollment decisiens follow the stanoard econoaetric practice of 
attempting to determine the reasons why students decide to enroll 
where they do on the basis of information about where they actually 
enroll. A few of these studies. Including a questionnaire used by 
the California Student Aid Conaission, used the straightforward 
technique of asking students what they would do if prices changed. 



Of court*, it it difficult to know horn Iw&tttly ttudofttt aatiitr t&cli 
questions » or whether they themselves kaow how they Would sctually 

respond. 58/ 

\ 
\ 

A report W Richard Ostheiaer ia 19S3 for the CoMitslon on Fiaaacint 
Higher Edwcation cootained i^t wat probably the firtt econOMtric 
study of tl^^ dcMud for hisher education. The study estitMted the 
effect on college enrollsMnt of tuition, faaily incoae, educational 
background, and the proxiaity of colleget and universities. Host of 
the early work on enrollsMttt demand wat bated on aggregate enrollment 
data collected by the federal government. These early studies 
usually examined either enrollment variations across states in a 
single year or for the country at a whole over time. The object wat 
"to try to determine how much of the obterved enroll»ent variation 
could be accounted for ttatittically hy variationt in tuition ratftt 
and how much by other measurable factors such as income levels.** 1^ 
was assumed that statistical correlations between price and 
enrollment stemmed from' the effect of price on enrollsMnt decisions, 
and that such correlations would therefore "show how the average 
student would respond to a change in tuition" or price. 59/ 

In the last few years, the focut has shifted from aggregate data to 
data on individual students, and the studies have become more 
sophisticated. These include a nationwide study of accett by 
John Bishop, and several ^studies by Stephen Hoenack irtiich focuted on 
enrollment demand at certain public inttitutiont . The primary 
emphasis was still on the effect of price on a student's decision 
I'^hether to attend college or not. Although relying on individual 
student data, Jie focus of these studies was still on access, not on 
which institutions students chose to attend and why. 60/ . 

Two well-kno*m studies compltted in 1974 investigated the question 
of student choice using the same kinds of data, ^e first of these 
was Roy Radner and Leonard Hiller*s study for the Carnegie Coamis« 
sion, Deswad and Supply in U.S. Higher Education . The tecond wat 
Meir G. Kohn, Charles F. Mantki, and David S. Mundel's study for the 
Rand Corporation with the forbidding title, **An Ea^irical 
Investigation of Factors Which Influence College Going 
Behavior." 61/ 

The basic methodology in these studies of student choice can be 
summarized at follows: 

The studies first try to impute to each student in a sample 
of atudentt a set of available collegf^going alternatives, 
taking into account location, academic ability, and the 
like. They then gather information about the 
characteristics of the colleges available to the various 
students (their cost, selectivity, and so forth) end 
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backtrouad dumctarlxtics thm •tttteitt ^ad ttwiv 
fiailles. A statistical techiiiqtie called couidltioiial 
logit aoalyaia it thaa uaad to icUEer hov the 
cbaracteriatica of the collecei^ and the studenta 
interacted to produce the set of Xcollefe choices the 
atttdenta actually ude« In effect^ Uie computer tries out 
alternative ifeifhtiuf schemes ^or the^lactors is^iat^i^ 
the decision process (coat^ quality; family income) » aud 
selects the schesie that best accounts Vor the decisions 
the students siade. 62/ \^ 

Although these particular theoretical sK>dels ^provide tbe most 
cosq;)lete picture yet o£ thm student^choice proci^s and have great 
pronise^ they also have certain shortcosiiii^a. IlieXdata de»anda are 
enonsous and do not co«e near Ibeing ttet« the cost of a conditional- 
logit cooq^uter run is such greater than the iMreNiridely used 
multiple^regreasion technique^ Finally t in\ order co msfce the 
coisputations Obsnsgeable, numerous asausiptions about tlMft nature of 
the student^choice process «i5t be' introduced a priori . It is 
therefore tempting but dangeroua ^^to interpret as e«plri<i^l findings 
relationships that sre in fact built into the aodel a priori" -r.auch 
as . . . lower price responaiveness iM^ng higher incoM groi^s^^* Of 
course, if the underlying assuaptiona are correct ^ and aost seem 
quite plausiM^e, such nodels can provide s remarkably cos^rehensive 
picture of student deaand* 63/ 

B€^fore sumsarizing the findings of Uieae studies > one final 
cautionary note is necessary » Student charges are \^nly one of the 
factors that detensine who goes to college ^ and /they are by no means 
the most ittportant. Studies that incorporate sociological^ 
educational^ and econoisic variables place the ia^ortance of cost 
variations in a somewhat different perspective. iXhe intellectiul 
ability of individuals » their socioeconomic characteristics ^ their 
schooling^ and that of their ^parents ^ have stronger effecta on the 
probability of attending college than costs or financial aid, but^ of 
course, these variables are less easily altered by educators or 
legislators . Furthemore , the ability of educators to achieve 
educational or social goals through higher education is limited by 
the variables that they are able to influence. 64/ 

Summary of Findings In Empirical Studies 

The one universal finding from these studies is that price does 
affect access. Every single study finds a aigplficant negative 
relationship between the net *iprice faced by students and their 
probability of attending college. On the question of to what extent 
enrollment would iujcrease if charges were lowered^ or to what extent 
it would decline if they were raised > there is much less agreement. 
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translatinf th« ratults of tliMt dtMAd 'ttudlM ifite • eoMOtl, 
coaptrible fonuit requires tt«ad«rdisias thm coefficients for 
•verate fwily iAcoM» Uie «ver«t* edueetioa, «t*»tpecific 

p«rticip«tioa r«tee» mA dumges in the ConjiuMir Price Iiidn^ tbia 
««t do&e in 1974 by Grefory Jeckeon end Geocfe Weetliere^', wbo, et 
Uiet tine, offered m '^llperk" eetiMte of e 2.S percMt ch^|«e in 
enroIlMnt for every $100 chenge in higher education prices. In the 
seae year, Hichael HcPherson refonmlated anj. revised Jackson and 
Veathersby*s work. He concluded that a $160" decrease in tuition 
occt^riug at all colleges sianiltaneoualy would lead to about a 1,0 
percentage-point increase in the enrollment rate of ei(^teen« to . 
twenty-four year^olda. Since approxiiMtely one-third of ^ia age 
group is enrolled in postsecondary educational institutions 
nationally, this is equivalent to a 3^.0 percent increase in 
enrollment. The conclusions of the tifo studies are actually quil» 
sinilar. The 1.0 percentage«point» or 3.0 percent, figure is widely 
Accepted as the best estiaate of the effect of a $100 decrease on 
public institution enrollments, although the eatiute needs to be 
adjusted for changes in the Consumer Price Index since 1974. 65/ 

Because of both its breadth and its simplicity, however, this 
generalization is dangerous. It obscures inportant distinctions 
critical to this analysis. Clearly, the is^act of price changea is 
not the same for all students at all institutions, first, ss might 
be expected, one of the consistent findings in most studies is that 
individuals from law-income families are more affected by price 
changes than are individuals from high-income families. Second, 
students of higher ability are less sensitive to changes in coat than 
other students. - Third, the isq;>act of a $100 increaae in costs at an 
iaexpensive school is atuch greater than it is at a hi^-'tuitioci 
institution. Stated differently, the price response is different m 
independent institutions than in pud>lic ones, and it may vary among 
public institutions as well- Fourth, price changes in public 
institutions, or in any groii^ of institutions for that smtter, could 
lead to enrollment shifts between institutions^-between the public 
and indep^deo^ sectors or between segments within the public 
sphere. All these variables need to be incorporated into any model 
that atteaqpts to assess the impact of price changes on 
enrollawnt. 66 / 



)^Se1}HPTI0N% UNDERLYING THIS REPORT 

In developing this report, certain general assuaptiona were made. 
These assumptions are enumerated here to clarify the alternatives 
being tested, and i)D<:lude both basic assumptions and possible 
options . 




# >lhil€ the ttodifla cma «pproxiMtift tli« iiqpact on ^airollasait rna^l 
•iiroi]jMUit*'diriV€ii budgets^ thmy cwniiot «tt«ts tJM pot«lbI# 
lMqp«ct <m the quality of AondeAlc pw<^$rmm^ 

# All three eetpwntt of public hi|^er educetioo wuld be 
couiidered tofether end the iapect 4»f eny piropoeel on every 
segment %K>uld be iiel^ed. 

e The existing eccemt to public higher educe tiou should not be 
diainished e« e coneequexice of eny cheugee in etuduit chergAt^ 

e Providing finenciel aid for iwedy etudenti la a public 
reaponaibility^ That iS) tbe additional financial aid llinda 
needed itould com froei the State and federal foveCTaenta» not 
from other ttudenta and their f aailiee . 

a Insofar as j|osalbXe^ eny increase id student charges should not 
produce significant euroIIwBnt shifts svong tbe public 
segflients . 

e Any incresse in undergraduate charges at the University would 
continue the existing flat rate vbich encourages students in 
that segment to pursue full-tine atudi^s. 

a Any inc*"^ASc in student charges at the State University would 
take mv. account the existing differential in fea^s charged 
students taking more then six units and thofe charged students 
taking less. 

nr 

# Any student charges iaiposed on part^tiise students in the 
CosMunity Colleges would be based on sone proportion of their 
credit load in relation to the credit load carried by fulX^tiise 
students . 



DEVELOPING A MODEL 

in order to assess the enrolloMnt effects and tbe revenue 
isq^lications of various student^ charge options » a aK^del was 
developed that could be applied to public higher education in 
California. the aK>del diatiii%ttiah*a between rasidSAt and 
nonresident students at all acadeadc levels iai each segSM^ht. It 
disr Inguisnes between f ull- tisM and parf^tisNi atudenta in all 
segments ^ and between undergraduatea wd graduat^r students in the 
four^year segSM^ts. the SKHlel adjusts for differences in the price 
responsivanesa of students from faadli«s with differmt incosMi 
levels by %aing different tuition^elaati cities for low*^ aiiddle-, 
and high'^incoeM groups. It recognixes possible differences in 
chargea between part^tiSM^ and full^tiaNfir atudentf and differences in 



ttwkic «UiibUltr ior fiaweial aid. It ^ «icii^i9« 

fiMMcM %i4 pw^^mm^ iaicMUm «te ^ OMt fcnm* J«4 tte 
Mlddlft IiicoMi Stli4«i& 4et^ (HZSM)» «atf tl^v posmlbU 

uH9«ct Oft amt pcic* e^aat^s* but 1& 4m« ftf»t «tt«M tiMiM ttseMt«ni7 
vottld bo any ocb«r AtttOMtlc iaemsM io stute«'*44 
wlUblt, It *tti«pti to dlfftmtiat* -bctvMtt attrition «wi 
•«9MtttaX thifta iA aftrollMat. mallr, tiM .m<l«l taflccta thm. 
diff iitnt IdAds aad cpi*tait4«M «f tttt4jWt« pw«ftt la «acb «f t&a 
public safMAta iji ita aaaaaasaat oi cba poaalbla aaxoIXMat 
ijapllcacldoa d£ diffartftt attidaat charfaa* 

aaoy of tbaaa, saaa diatiftctiaiui a^-a alao uaad ta ^aalfaiag ^ 
poaaibla ta^raaU lopllcatiaaa 9t ▼aarloaa XavaXa 9i.atu4«At a«rt«<* 
For aa<;h optima taatad, It aaauaaa that no addltlottal fiaaaclal al4 
««o«ad b« sada aTallabIa f tba Stata aad fadanl lOVftcoMnta bafaad 
tba Haaic Edacattoa O^oromlty Cm,ta (MOa) , aa aodlllad by ^8AA, 
for tboaa wba ^ra oc would ba allfibla, tad tba addad aaalataaca 
curxaot C*i Graat racipifKta itoald racaiT*. 



Soacific CcMaponants of tfia itoddl to Afiaas £fifort»ant £f facts 
I. Th« Tuition £l4«t.icicy of Ijarollaaot Baa»aid 

Tuitioa aXaatictty ia dafiaad aa tJia parcaat cbaofa ia anroilA^t 
producad by « l.O parcaat chaofa ia nat prica. It ia Uiia aaaavira 
Uiat aaablaa ua to apply cba fiadiata fron oatloaai atudiaa to Ui« 
ctAatiacttv* prlca axid aaxollaaat cbaractanatlca of Caii£o«m.a 
publ^.c bijhar aducatioa, tvaiuatlat tba Iji^ac^ of diffaraat prica 
l«vals ott «arolla«nti la diffaraat kiada of iaatitutioaa dapaad* oa 
tlia ua« of thia aoaaujca. Tba a^dai uaaa tha tsiitioa-aiaaticity 
coocapV-^**^ ^* «««>iia«Bt ifflpact oa tba UaiVaraity tad 
StAt« X5ttiv»r»icy.* 



tmfXUm w»th icft* iolXmnm — ta l faw* 

1 i i i i 

I clMHiia aaaiaaa elwrtaa far tiat tn^ af aMtaM^ 

f ^ « tHa iif I iiiaiMWit waUMt far taaa tffa «f ne a i a it! 
M ^ « tha ca«rtict«at 9t mrtaa #taarnricy far Ommt tT»a of tfMMf . 
• tha aar tawaaaa la ttwrtaa raU Irf that tyfa vf acaiaftt. 

€^ * Tha oflmat dianaa p$m H tuat ^f «w<aat:. 

/ 



zero, and b«c*iM« Ute reaulta of dlTidiag any *qii*tloii brf zero are 
uadellned, « differejut kind of e^ujamoo ««a ceim^ted. for Uuit 

Tiue ^««d«3; doea not imve to uniiderataAd of tlie focribilaa ixL Uie 
•odal la ordar to coaipreliiaiid the aaaaiaaaeota of varioi&l<0|pttloiiit.tliat 
ar« «ad« later. Thm fotKMiaa ar« providad only for tJioaa wlko ax« 
ioLtaritated ia. tJbe tpetrlflc la vkLdi th« coiq;»u.tatioiui are 



HoMt of t!i«t itu4ifti discusitd ««xXlftr cancliide that; ntJuilmatJi^ 
re«|90Aiiv«aam« tiliaogM im iti^di^t diargms vmri#i ii€|»«ii4iAg ^on 
fmmxXj^in^m^ tm^^l. liSille act all studio Ag^^ mmfaltwlci of 

Hii^^incoae st^deoatt mr« about two^tliird* r^tpoiuiive ii iriddlle^ 
tuitioa #U«txt3ity Arm utilii^ti la tiie #odel: 



TABLE 11 

Turtr0#*^lusTicm coefficients lucmE isvEt 

Low Iaco«fee (Uader $12.0(^0) --0.437 



i S<3turce>f Family Iac<^ luforiMtioo For Etcfe Segj»ent 

the d^td fAmi.ly^iAcofl« ^re t*k€i^ ft<m tbe 197S Student Retomrce 
Survey published by the California St\td«t&t Aid Coamiaaioa. Tbe 
laformatxoa la ae'sreral yeai.. old« but m^te receiit data Mi^e not 
^vailabln. Faj^thec»orei^ itliile cbe aaapl4ikg t«clmii)|uaa used for 
3tat€ tlaiveiraity atude&ta and for full^^ijae Cc—iinit^y College 
atiideatm could have beeji iiiproved, no betee!r or matt accurate 
informtloa on tbia aubject exiata 4tt tbe pteaeot tim. Xndeedji 
4fter adjuatlag tbs reaulta a^ earlier Student Aid Comiaaliii^ 
«iur^i:y (1972) for cbaiaigea the Cooauiw^r Price liide^t, tbe reanlta .^t 
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th« two 9uxwfm mr« comparable. Hda suggaats eltlwr Uiat a 
conaistani; bin exists In thes^ tvo different surwy^ or tJut thitt 
surveys are reamoaably accuraifee. thxt report adM>pte<l tbe latter 
concluaion. It u^ed the I97S family incoiie data aa the beat 
approaiauition available of the actual tucoaie diatribution %tithin 
each aegiMint^ and adjuated the figurea for chafigea id the ConauMr 
Price Index betiieen Deceniber 197 A and December ISTK. Hie reatilta are 
toiUArlsed in the following table » 69/ 

V 

PEmmmi OlSISliUTION of UNOeRGRAOUATES 8Y 
FAMILY INCOWE LEVEL AND BY SES«ENT. i378. 

State Coflnunity 
Income Level University Unlvierslty Ccl te^es* 

(Uadcr 312,000) 

Middle Incoaie 3?. 3 42.5 38.0 

Higb, InctHae 46,0 26.3 23. fe 

{S25»00Q tnd Above) 

neun lacome $2^,965 $ IB, 5 30 $17,095 

Hediaa lacQi&e $23*500 $17,000 $15,500 

*BA6ed oa fuii-tiiJMs- »t«4ftnt» only. 
Sourct of Data; Caij.for.iia Student Aid CoamisaiOQ, Studen t Re- 
source Survey , Mo. 2 (Attgust 1976) ^ p, 35. 
Figure* adjusted for C.P,i, ehanges betweeu 
Oecewber 1974 and Deceiaber 197S, 



it. Distiactiott Betveen Reaident and Hoaresideat Students in the 
Uoiverauty and State University 

Hoarettident» or out-of -statue, student* are charged the saiRe feea as 
other studenta plut a aoareaxdeot tuition fee. In the Univcraity, 
nonceaident tuition increated fro« $1,905 per year tn 1978-79 to 
$2«400 thi» year, la the State University, noorealdeat tuition 
increaaed froaii $1,710 laat year to $1,800 thii year. Any increase in 
charge* for remident studeota would be added to the mcreaaea already 
adopted for nonresident students. Consequently, since both the 
current fh*rge atsd tb<^ «j2e of any future increase would vary hetweeu 
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resident «&d nonresident students, the enrolljient effects of such s 
change %fouid also ^sry. 



5, Distinctions Betveen Full-tiae sud Psrt*ti»e Stiidents For Fee 
Pivrposey 

As aoted earlier^ it is sssuused th^t any increase in student charget 
m the University vould not vary between full^ and part-^tiske 
students. It is also assuaed that any increase ia the State 
University vould reflect the existing distinction in charges, in 
other words ^ students tahlng six or fearer units would he charged 
approxlisately SQ.O percent of what students taidng «ore than six 
units are charged. It is also asstuMtd that CoSMUzilty College 
students would be charged on soiee basis that recognised the Irsrge 
number of part-tiae students in that segment. The isodeX therefore 
dssus^e^ th^c Co«unity College students taking siii or fever units 
vould be charged 60*0 percent of what those taking w>re than six 
units are charged. Of course, in all three segMnts the net price 
increase faced by students also depends on differences in aid 
eligibility between full- and part^tiime students. 



6, The Middle Inoioe Student Assistance Act (MISAA) and £lji.gibiii,ty 
For Bas^c Educational Opportunxxy Grants (figOG) 

Over the la$t decsde the federal govertupent has draiaatically 
decreased its cowaitssent ,to provide student financial aid. The iDOSt 
receiit action was the passag't of the Hiddle Inccwe Student Assistance 
Act, which takes effect this year. In aaXfort to provide financial 
assistance to students fro^ middle^iocoiae families, as well as aid to 
those tv-om low-xncosie faailxes. Congress isodified the way parental 
assets were treiited and changed the basxs for cosiputxng the standard 
parental contribution. The result w^^s to raise the faaily^income 
celling for aid eligibility, tast year, for example, it was rare for 
a dependent student from a faiaily of four to receive a BEOG grant if 
his or ber parents* taxable inco»e exceeded $15^000 per year* This 
year under the HISAA^ siisilar students from famtlies with annual 
incomes of up to $25,000 could be eligible tor at least a minimi® 
0EOG grant of $200. 

The situation is different for part-tiige .undergraduate atudenta from 
theae saaie mcooe groups . Firat, those students taking fe^er than 
&1X units per tern are not eligible for financial aid no auitter how 
lo\t their fanily mcoM. Second, those taking ftom aiJL to eleven 
unites are eligible ^ in theory > for a fraction of vhat full-tiaie 
atudenta with co«iparahle family incomes receive, la practice j 
however, the percentage of p^rt*time undergraduates receiving anj? 
BEO€ ttmds has been quite lijs&ited. 



Coii8r«fts «t^«i9t«d to proiri4i« aufficiMt fundft to tmxmm the «K»iiat of 
the MXiauB mOQ fr«nt $1,600 to $1,800) or one^hulf of the cost 
of attfiQ<i«iice , whichever Is less. Congress also stteapted to 
liberalize the provisions of the law affecting full* and part-ti»e 
independent C«cif*8Upport-ing) students, hat several cowplicationa 
aske It unlikely that the independent-stodoit proviaions ifill be 
ioplaaented this year. 70/ ^ 

If student charges were increased, the additional financial need 
created would only be partially offset by an increase In BBOG funds. 
Iadee4, even under optiamn conditionj, the State could not eatpect 
that any more than one*half of the additional financial need of full« 
tuB* studenta froai low-incoisc faailiea would be offset by BEOG 
otooiea, even with full funding of the prograa. Due to the recent 
changes in the law^ however, otost full«<tiae atudeata froa slddle- 
incoate faaaliea will becosM! eligible for a MOG great for the first 
tifflc iii the 1978-79 acadeaiic year. For wany of the«, thia will have 
the effect of offsettuog alnost the entire astount of any increase of 
up to $200. Jjfeverthelest , in subeequcent years, the size of the MOQ 
grants that most «iddle-iQco«M5 students would receive would not 
increase if charges were increased. Moreover, students frosi high- 
iacoflie families would have to pay the entire asKJunt of any increase 
thesiselves. Host part-tiise atud^nts^ regardless of their family's 
incQOHt, and loost independent students could not count , on auch» if 
**oy , additional fioaocial aid. 71 / 

Ths iBodela used m this study were designed to take all these factors 
into consideration in order to detensinc the net coat increasea that 
ditferent kinds of students would face if chargea were raiaed. 

7 California's State Studeat. Aid Prograas a^d Current Cal Graat A 
and C^i Gt^nt B INtcipieats 

The currecit C*>1 Grant h aad Cal Grant B proKraaa adnlaiatered by the 
Studeat Ax<i Ci^saiasioa aasist atudeata in both public and 
xadepeiidexit itiatitutipaa. The aumber of awardt is fixed by atatute^ 
acwt thxs aiodel aasuttea that oaly current recipients could tomit o^i 
aid fram this source in the event of an increaae in student charges. 
Cal Grant A recipients^ including thoae who are aaK>ng the CoMunity 
College reserve winners, would have the entire amount of any fee 
iacreaae offaet by the State. New Cai Grant B winners, however, do 
not receive any laoney froia tJbe State during their firat year to cover 
atudent chargea. Since aoat of these stud«ita are fros 
disadvantaged, lov-incoM faaiiliea^ they %»ouid probahly qualify to 
have approximately one-half of any fee increaae covered by a BEOG 
grant during their first year and the entire amount covered by the 
State after that. Table 13 showa the nuafbeiT of C il Grant A and Cal 
Grant B recipients currently enrolled in each of the p tbiic n^gment^ . 



\ 



The figures are brokea down by faaily^incoae leveX. Horepver, the 
figures for CeX Graat B indicate the muibec of recipient a who would 
have 8 fee increase offset by their grant and the number who woald 
not. 



TABLE 13 

CURRENT CAL GRANT A AND CM- GRANT 8 RECIPIENTS 
BY FAMILY INCOME AND SEGMENT, 1978-79. 

CAL GRANT A 



Incoroe 


University *" 


CSUC 


0 


Level 


NujDber 


Percent 


Number 


Percent 


Number 


Uttder $12,000 


3,536 


29.43% 


3»0?6 


36.31% 


3,688 


$i2,00a*$2A,999 


7,432 


61.85 


4,973 


58.71 


.0- 


$25,000 and up 


i,04S 


8.72 


422 


4,98 


-0- 


TOTAI 


12.016 




8,471 




3 ^^88 






CAL 


GRANT B 






Under $12,000 


2,400 


98.30% 


3,592 


97 . 00% 


3,658 


S12,0Q0-$24,S99 


42 


1.70 


111 


3.00 


56 


$25,000 and up 


-0- 


o.bo 


'0« 


0,00 


-0- 


TOTAL ELIGIBXE 


2,A42 




3^703 




3,714 


TOTAL RECIPIENTS 


3,427 








7,805 



100.00% 
0.00 
0,00 



98^0% 
0.00 



Source of Data: Califor0ia Student Aid CoaiDissioa^ CoiaDissioo 

Ageada (October 1979) . Also baaed on 
coaver^atiou3 between California Postsecoadary 
Sducation Coswiisaion staff and Don Hills ^ 
Research Director^ California Stadent Aid 
Commission , 



8. The ConnBunity College Case 



Estxiaates of the earolljaent inrpact of increased student charges m 
the Conwuuni ty Col leges a re sub j ec t to a much higher degree o f 
uacertainty than those for the public four-year segments. Both the 
uade^rgraduate-gradtiate and the r^gji.d^f>i;-tirtnri^f> \ ^i^nr^fy ar inctilQnig are 
largely irrelevant in this se^^nent. Data on income distribution 
exist only for full-time students. AXiaost all the national studies 
of the price responsiveness of students focus on traditional 
undergraduates between the ages of eighteen and twenty^four. The 
existing evidence suggests^ moreover^ that older students are more 
pric^ respon«iv<> than younger one$^ , and that low^ability students 



«r« aore pric« rtspoosiTe than high^ftbility ttudftnts. FloalXy, the 
corrtat tui^iott-^fr** status 9t Csliforaia's Ccimnity CoIIftg** mi1c*s 
projections bssed upon tuitioa-elssticity coefficients inposiible to 
coBidute. Ttiersfore, so alterxistive ttcliXLiqu«ideor estiaatint ^« 
e&rollarat effects of cfaa&fes in s^de&t ^larfea bas hmtax used. A 
brief suonary of the aetbodology is provided in Appendix A of tbis 
report because it is too coaqiXicated to describe in tbe text. 72/' 



Specific Components of the Hodtl to Assess Revenue Effects 

Th«re »re four cowpopents to tbe, revenue aodel: (1) the gross 
revenues derived froa higher fees^ (2) the net revenues derived froa 
higher fees, (3) the added costs to the State of iCnding current CaX 
Grant A and Cai Grant fi recipients, and (4) the additional MOG funds 
that Increased student charges would bring into rhe State. 



1. Estimating the Gross Revenue That Would Be Derived Froa In- 
creased Student Charges 

The coa5>ut*tiOQ of the gross revenue generated in each segssent by an 
increase in student charges involved not only aultiplyuxg the aaount 
of Lhe increase by the nuaber of the students regaining t^ pay it, 
but Bubracting the aaount of the current charges paid by those 
students who leave becauae of the rncreased charges.* 

^ : ^ ^ 

K,^ - $100(R-e'> • 5595(1 -t J) - S724(15') - I2,«9(E '> 

I • Thm fMlMttt xmAmrtptmimtm wnoiymmt in dM JJ^wmrmttj r«t«i^lM« of crtilt iMd^ 

imrmmmm in «tvd«nt chtrffM^ 
£ « Hm ■MiUgc oi cmirwl4hnt tmt mn t m ^ um tm mvmimt^ cvermdw mroiltii ift that public 

I « Tho iiMrtif of ro«14wt mtmt^m^tm taklss than wiM tmlts of eo«r«o wink pmt 

tmi vho vottld bocauAO of tho ieuctrMM «tud«8t <:lMitfoo^ 

t ^ Th« 9tflib«iT of r««i4mt u&donroduafi# •tudutt talLlnt tilJt vnilt* or i>#r ttm, 

I* 

tj ^ Thm mMb«r of fMl4«iit a«Mt«tfT»iu*€o otutftmes t«ldLti« iU anita ot loM f^ot torm i#he 

^ liculii Ia*vo iHicauM of %hm Ukttmmmm la •tu4wt than«. 



2. Bstiiuting The Net Revenues Generated By Increased Student 
Charges 

The gross revenue projections developed in the preceding section do 
not represent the asount of additional revenue each segment would 
have at its disposal even if all the funds froai increased student 
charges were allocated to titt segments* Although enrollment 
declines are taken into consideration in calculating the additional 
gross revenues that would be generated by iixcreased student charges^ 
they enter into the calculations a second ti»e because of the 
ejtisting budget formulas. These fomulas require that if the 
enrollment los8e8--converted now from headcount students to full* 
time equivalent students (FTE)--eJcceed 2.0 percent of the segment's 
current FTE enrollment^ the segment would be required €o pay back to 
the State a certain amount^ per FTE student from its allotted budget. 
In the case of the Community Colleges ^ average daily attendance (ADA) 
is used as the measurement unit rather than FTE* 73 / 

3. Computing The Amount of Additional State Money Necessary To Fund 
Current Cal Grant A' and B Recipients If Student Charges Were In- 
creased 

Although the number of Cal Grant awards currently is limited by 
statute, the amount of money necessary to fund them would increase if 
student charges were raised at public institutions. Further, some 
Commiinity College students would be eligible for these awards if 
charges were imposed in that segment too. The cost to the State for 
increases in the size of Cal Grants for current recipients can be 
computed by simply multiplying the number of recipients in each 
public segment by the amount of any increase in student charges in 
that segment. The one exception would be new Cal Grant B r^icipients. 

4. Computing The Amount of Additional Federal BEOG Funds That Would 
Be Made Available To California Students If Student Charges ^ere 
Made 

The recent changes in federal student aid programs will increase the 
number of students eligible for BEOG grants this year, the size of 
the grants received by many students, and the number of federal 
dollars for student aid coming into California, whether student 
charges are raised in its public institutions or not. Moreover, 
there is every, indication that Congress will be watching states 
closely to see ^hmt the BEOG funds that %rere to be used for financing 
the Middle Income Student Assistance Act are not consumed by states 
seeking to **capture*' these monies by raising student charges at 
public postsecondary institutions.* 74 / 



If ch«rg«a were increased, the wount of additional federal BEOG 
fimda Uiat. wuld be ava.-'.Uble to piOklic iastitutio&s vouXd vary with 
each segaent . The crl :ical factor la the auaber of fuII-tiMe 
uadersraduates la each of the different Incoae groups within the 
segMfcnt. The eligihility Indexes for full-tiaw undergraduates froai 
families with different annual incoaes were conputed usliiLg both th^ 
old BEOG forsiulas and the new ones. To sake the calculations sore 
laanageable, the indexes were coaputed for dependent students froa 
four-person faailies with one child in colle|e, since such students 
are generally regjurded as typical. To det^taine both the nuaber of 
students eligible for federal financial aid and the aaount of aid 
each would receive if charges were increased, the BEOG eligibility 
indexei* for full-tiae students, and for part-tiae students taking 
acre than six units per tern, are then coapared to the incoae 
distribution of such students in each segaent. Fourteen different 
income groupings are used In the actual coaputations for each option 
tested » but the results are then aggregated into three incoae 
categories (low, middle, and high) for presentation in the suaaary 
tables, tt is in this manner that the estimates of additional 
fedeVal revenue are developed for each public segaent under each 
option. 



A Final Note On The Models ^ 

Several other approaches could have been used to Inveatigate the 
possible Impact of increased student charges on enrollisefit aud 
revenues in California public higher education. It would have been 
possible to conduct an extensive study using individual student data 
and the laost sophistica|:ed mathematical models to measure the 
effects of price, ability, family income, and other critical 
variables on student access and choice. The amount of tisie required 
and the subst.antial expense involved for such a study matde this 
option unattractive. On the other hand^ it would have been possible 
to despair over the imperfections in the available data and simply 
apply a siitgle, national-average figure for enrollment losses to 
California's public institutions. To do so would be to ignore all 
the important differences in public higher education between 
California and the rest of the nation. It would alao have ignored 
the iiiiportant differences in the cost, mission, selectivity, and 
types of students that exist among the State* s public segments of 
higher education. 

The approach used in this report involves neither of these extremes. 
Rather than attempt to replicate the most sophisticated studies on 
student d^sand and choice, the relevant findings from the best 
national studies were selected for ^application to California's 
situation* Hot all the data necessary for an assessment of the 
impact of increased charges on enrollment existed for each public 




segnent in the precise form needed or desired, flie iaperfeeti^s in 
Uiese data could no^ be itEwm^d^ Imt iwitlier could tlw aodels ^ytwre 
the known differences in the price responsiveness of different kinds 
of students at different kinds of institutions. Consequently > while 
exact data fron the CoMiissionVs infonuition system were used 
wherever possibly ^ the best available data %rere used where 
necessary. Certain assiunptions had to be made to complete workable 
mode4.s and to secure some of the information needed for certain 
fonii(ulaj. The assximptions incorporated into the models^ are 
specified in each instance so that technical adjuatments or 
correctxons^ which might later prove necessary could be made. The 
results reported on. the testa of each option in the following 
auctions represent the best possible estimate given the inherent 
limitations of current knowledge » None of the figures should be 
accepted uncritically^ nor shpuld they be dismissed out of hand. 
They provide reas^ lably accurate approximations of the likely 
enrollment and revenue iz^f^lications of possible changes in student 
charges in California public higher education. 



Go 

-53- 



CHAPTER 4V 



TESTING POSSIBLE POLICY OPTIONS 

This chapter examines the enrollttent and revenue l]^>licationa of 
various levels of student charges* For each aMth<)d of setting 
charges exasiined,, the new fee levels are calculated by segment and 

the implications of that option are assessed, the e;^fects of 
increased charges on enrollment » student coaipoaitioni segitental 
revenues are evaluated* Nevertheless^ while it is hoped that these 
tests will help clarify the key questions, they in no way constitute 
a policy teconiDendatlon. 

OPTION I: LEAVE STU&ENT CHARGES AT THEIR CURRENT UEVEtS, 

The decision to maintain the current levels of student charges in all 
three public segflients could affect enrollment » revenues » and/ 
educational programs in California public higher education in tt^e 
long run. If budget reductions of the magnitude faced by the four^ 
year segments for the last two years were to continue to be imposed 
upon them, it would have a serious intact eventually. Haintaining 
student charges at their present levels, except for the planned 
increases in nonresident tuition at the University and State 
University, would not affect student costs or the current level of 
demand for student financial aid. Therefore, enrollments in the 
four- year segments are not likely to decline. The question is how 
long the University and State University can continue to absorb large 
budget cuts without dmaage to their educational programs. 

The lack of additional funds might prompt the Cosnmunity Colleges to 
reduce their course offerings rather than sacrifice their existing 
programs. In 1978-79, the Community Colleges responded to their 
budget deficits by reducing the number of courses offered^ 
particularly noncredit evening courses for pairt-time students. The 
result;^, was a loss of nearly 125 ,000 students , for an overall 
enrollment decline of 9.5 percent. Enrollment in credit programs 
dropped by 6.1 percent, while that in noncredit programs dropped by 
29.0 percent- Future budget deficits might bring a similar response 
by Commimlty College officials, but the return to an enrollment 
sensitive budget formula makes this somewhat unlikely. 



OPTION 2: RAISE STUDENT CHARGES BY $100 PER YEAR FOR FULL-TIME 
UNDERGRADUATES IN ALL THREE PUBLIC SEGMENTS, BY $80 FOR 
PART-TIME STUDENTS TAKING SIX IMITS OR LESS PER TERM IN THE 
STATE UNIVERSITY, AND BY $60 FOR STUDENTS TAKING SIX UNITS 
OR LESS IN THE CO»!UNITY COLLEGES. 
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The pttcpote of Mfelttdlag t3>is. optioi^ is to iptll ottt the full 
iflfpUcAtioBS of tin aodftls dmlop^d Mrllcr.^ Tho tablet vhich 
follow suMMirixe the enrollaent «iid revenue ie^act of iacreaeint 
studeat checges' for ttndergrediuites by $100. The flj(bre» reveal that 
BS06 ftuids would offset one-half of the cost increase for ttost low« 
incoae students enrolled fulltlae. The effect of iaqplaMntins the 
Middle IncosMs Student Assistance Act' this year is quite evident. Its 
iopact on the net cost increase faced by students is partic^arly 
pronounced on those fro* oiiddle'-incoae fastilies, since s.ost of these 
students are clifible for a BEOG gtmat for the first ti«e this 
year. 75/ Current Cal Grant recipients would have the entire wount 
of any increase offset by the State, except for first^tisMft Cal Grant 



year of college. Only a fraction of the pote|itially eligible part- 
time students presently receive BEOG support » however, and it is 
asBuaed that this situation would not chuige significantly. 76/ 
Further, it is also assuoied that no other aajor new sources of 
financial aid vill be forthcoaing to supplement existing ones. 

Table 14 suasuirizes the impact of student -charge increases on 
undergraduate enrollment at the University of Calif oraia. Hie model 
projects an overall enrollment decline of 1.42 percent prior to 
taking current Cal Grant recipients into consideration. Such an 
attrition rate . is quite consistent with iihat. is known about the 
behavior of high-ability students from middle- and i^per-income 
groups — the predominant type of undergraduate at the University, 



University who currently have either a Cal Grant' A or a Cal Grant B 
award. ApproxiiBately 14^458 of these grant recipients would have the 
entire fee increase offset by the State. Thus, there would probably 
be tto drop in the number of full-time undergraduates at the 
University if student charges were increased by $100 per year, 
although there . would be a possible loss of 232 part-time 
students. 77 / Despite this, there would be no, appreciable change in 
either the size or the composition of the University's undergraduate 
student body. 

Table 15 shows that the impact of a $100 fee increase on 
undergraduate enrollment would be greater in the California State 
University and Colleges, in spite of the proviaion for a slightly 
lower increase for students taking six units or less per term. 
Overall, the projections suggest that the undergraduate, headcouot 
enrollment in the State University would drop by 8,800 students, or 
by 3.69 percent. The presence of 8,471 Cal Grant A recipients and 
3,703 Cal Grant B recipients would help to reduce the attrition asK>ng 
full>'time undergraduates, but the attrition among part-time students 
would be substantial. 78/ 




during the first 



Moreover, there are 15,443 




-55- 



mit 14 

ENROLLMENT IWPACT OF A $100 INCREASE IN STUDENT CHARGES AT THE UNIVERSITY 



Income 

Level Percent Number 



Tuition 
EUsticlty 



Net Cost 
Increase 



Students Lost 
Percent Niaaber 



Net Loss After 
Cal Grant Offsets 
l^mbsr Percent 



No nresident Undergraduates High 



5,891 -O.Ut 



$595 



-3.32Z - m 



- 129 



-3.32X 



Resident Undergraduates 



Full -Time 


Low 


16.75: 


13,595 


-0.43? 


$0-$50 


-2.25 


- 306 


0 


-0.00 




Middle 


37,3 


30,365 


-0.218 


$0 


-0.00 


0 


0 


-0.00 




High 


46.0 


37,44? 


-0.146 


$100 


-2.20 


- 756 


0 


-0.00 




TOTAL 




81.407 






-1.30 


-1,062 


0 


-0.00 


Part-Time 


Low 


16.7 


771 


-0.43? 


$0-$74 


-3.50 


- 27 


27 


-3.50 


{6.1 - n,9 Units) 


Middle 


37.3 


1»722 


-0.218 


$0 


-0.00 


0 


0 


-0.00 


High 


46.0 


2,123 


-0,146 


SlOO 


-2.03 


- 43 


- 43 


-2.03 




TOTAL 




4,616 






-1,52 


- 70 


- 70 


-1,52 



Part-Time 

(6.0 or Less Units) 



Low 

Middle 
High 

TOTAL 



16.7 
37.3 
46.0 



175 
391 
481 

1.047 



-0.437 
-0.218 
-0. 146 



$100 
$100 

$ido 



-6.28 
-3.07 
-2.08 

-3,15 



11 
12 
10 

33 



11 
12 
10 

33 



-6.26 
-3.07 
-2.08 

-3.15 



Total U ndergraduates 



ERIC 



Low 

Middle 
High 

TOTAL 



14 , 541 
32,478 
43,942 

90,961 



-0.437 
-0.218 
-0, 146 



38 
12 
182 

232 



-0.26 
-0:04 
-0.42 

-0.26 

i>6 



YABIE IS 

EHROLIMENT mPhCT Of A $100 IHCREASE IM STODfKT CHARSIS AT IHE STi^TE UWIVtflSITY 



level 

Honrestdent yndergfaduates High 



Resident Undftrgrddiiia^gs 
FuU-Time 



» 



Lov 

Middle 
High 

TOT/^L 



31.21 

42.5 

26,3 



sea?"? 

68 » 376 



Tuition 
EUstlclty 



S»5Q? -0.146 



«0.43? 
-0.14fe 



Mt Cost StMdents lost 



$(^$50 



.9 49 

-0*00 

-?a2 



- 4 » 7 56 
0 



«7,?69 



Het loss Af ter 
Cdl Srtiit Offsets 



■1,45% « 121 - 123 



0 
0 

2,591 



-0.00 
-0,00 

-l.6i 



Part-Tirae 

(6.1 - n.9 Units) 



Middle 

1 QTKh 



n.2 

26.3 



11,088 
15,104 
9.346 

3S,538 



-0.218 
-0.146 



$42-$76 
§0-$100 
$100 



•15.02 
• 0.32 
« K12 



■i»665 
48 
« €65 



1.665 
■ 48 
• 665 



•15.02 
^ 0,32 
- 7.12 



6^69 -2,378 -2,378 - 6»6ji^ 



Pan-Time 

(6.0 or less Units) 



Middle 
High 

TOTAL 



31.2 
42.5 
26.3 



If, 463 
12,890' 
n976 

30, 329 



-0,437 
-0.218 
-0,146 



f 80 
$ 80 
$ 80 



19.^8 
937 
6,67 



-1,891 
-1»285 
- 532 



■1,891 
1,285 
532 



19*98 
9.97 
6,67 



•12.23 -3,708 -3»708 -12,23 



Totdl UnJer^radudtes 



0 



High 

TOTAL 



?0. MB 
96,570 
68,142 

238^260- 



•0.43? 
^0.218 
•0.146 



-3.556 
-U333 
-3,911 



-5.03 
- 1.38 
-5, Ik 



-8,800 - 3.69 



li: My appear odd %hmt tlie eniroIlMiit decXiaift wm14 he so oucb 

greater iu State yaiver«ity thua x^: tiie Uoiveriity, but there are 
a a^mber of factors which «ay account for Uiia* The ciirrent fee 
structures in the tvo »egiieiit« differ aiarkedly, and $100 repre»eiitf. a 
much greater percentage increase in the State t3n4verslty* Further, 
despite current student aid prograaai iow-i^coa^ atudents are »one 
price responsive than thoae froai fa»ilie» in the higher-income 
brackets. Lov*incoaje atudents account for nearly one out of every 
three undergraduates in the State Univeiraity^ but only about one ou.t 
of every bxx xn th<2 Univeraity* The iidiaiaaion requlraaenta and th^ 
characteristics of the students differ bet%#een the tvo aeg»enta^ and 
there xs likely tt> be so»e differential in the future earmnti^ 
potential of their graduate^ as ^eli. The poasible^tubst4tttt;ion of 
two yeari^ ac a local Comriunity College m the event of a cos^ 
increaae would be lauch aore likely aiaong lower division coiiawJiter 
student;^ at the State University than among typical lover diViaion 
atudents at the University, tlie grester incidence of part^tisws 
students m the State University also makes the higher ovex^a^U 
attrition rate in that segment more likely* 7^9/ 

Table 16 ladicatea that the attrition rate in the Ccwunity Colleges 
would be higher t&an in the other two public tegiaents. Overall 
enrol Iment woald drop by 5.07 percent ^ or by aore than 5S,??0 
students. The case of the Cowunity Colleges is unique because these 
scbools currently do not charge fees to their regular students. The 
xacome distribution aji^ng full^tii&e Coiiwunity College students moat 
V lonely resembles that xl the State University. Not surprisingly, 
the projected attrition rates for full-tii»e students in both 
segments are quite aiijilar prior to taking Cal Grant offsets into 
coQsideration* Sxnce Cal Grant A awards cover only the recipients' 
required fees, Coaanunity College students currently do aot receive 
these awards. There'^presently are 3,688 Cal Grant A reserve winners 
atteiidmg Comsunity Colleges; they would presiwably have the entire 
cost of any fee increase covered, as would second year Cial Grant 8 
recipients. With many fewer C^il Grant A winners^ and with a much 
higher percentage of first-year Cal Grant B winners than either of 
the public four-year segments^ Uie net attrition rate aiapng full-- 
tuD^e undergraduates m the Cott»unity Colleges woul:^ greater. 

Among part-time students i attrition rates m the Coimunity Colleges 
would be lower than those in the State University^ especially for 
students enrolled for six units or less per tens. These lower rates 
could be attributed, in part^ to the lack of educational alternatives 
for aiany Coauunity College students^ and to the fact that the 
CoiMiuni ty Col leges would still be the least expens ive of all 
postsecondary education alternatives. For vocational students in 
particular, the only altemative is a »uch highe repriced proprietary 
school^ ^nd for the others who are not eligible for the University or 
State Ur.ivrr^ily, the only ^iteraativt^ 4S not to atteud college ^t 
all ^ 



TABU 16 

EHftOll«£NT IMPACT Of A $100 IHCREASE IH STUDENT CBARSES IH ^£ COMHUIilTY COllESES 



Income 

level l^ercent Huiaber 



Tuttton 



Bet Cost 
Increase 



Studerits lost 



?tet Loss After 
Ca! Srant Offsets 



Undergratetes 



t 



Low 

Middle 
TOTAL 



38. 41 

38.0 

23.6 



120, 24« 

73 » 903 
313, U5 



-0.437 
«0,218 
-O.U* 

I- 



$0~$50 

$o-aoo 



-$.063: 
«0,S4 

-?a2 



-lO»fiA 

- 639 

- 5,262 



•*3 ^^68 
-5»2fe2 



5.37 -.6.81S -9,413 



-0,49 
-7.12 

-3.00 



(6.1 - n.9 Untls) 



High 

TOTAL 



38.4 
38. Q 
23.6 



82.838 
81,976 
50»9il 

215,725 



§o-$7ri 
fo-$ioo 

$100 



32 
•2.4? 
•9,88 



- 5,234 

- 2»02l 

- 4,926 



5,234 
2,021 
4,926 



•6,32 
•2.4? 
-9,88 



-5,65 -12,181 -12,181 -5,65 



ib.Q or less On! is) 



TOTAL 



38 , 4 
38, t) 
23.6 



242,201 
2 39 » 7 56 
148,901 

630,938 



$ 60 
$ 60 
$ 60 



-5,88 
■5.88 
-5,92 



•14,255 
■14 ^105 
' 8,820 



-14.255 
-14a05 
- 8,820 



■5.88 
« 88 
■5.92 



-5.89 -37,180 -37,180 -5.89 



Tota 1 Underg raduatgs 



0 
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TOTAL 



445,368 
440. 729 
2?l4715 

1,159,812 



-23,05? 
-16,709 
-19,008 



7 



■5.18 
■3,79 
•6»94 



-58,774 «5.07 



Alt^j^eth^ti the figures la *tkese tablea indicate tkat a $100 across- 
the^boft^rd imcremse in student ciiatrget ia tbe Uiree public segMents 

would ire^ult iu An enrolleMtut decline of oore thaa 67.800 students . 
Because of the ajiaual c>cle of ueM freshmen and tranirfer students 
entering the se^sents at ^he start of each year, and others 
transferring or graduating the end, this projected enroULmeat 
decline is n6t confined strictly to currently enrolled students. The 
measures used in this study and others like it assess the quantity of 
education demanded at a particular prxce and the ijapact of price 
changes on the level of student participation. Consequently^ the 
largest component of the entolliaent decline would be fro» attrition; 
that is^ xt would be «ade up of currently enrolled students who 
decided they would no longer continue* The rest of the enrollment 
loss involves prospective students who might have attended a segiaent 
at the current price level but would decline to do so if charges were 
increased. §0/ Under the option outlined here, aiiddle-inc<«e 
students would be least affected because of the Middle Income Student 
Assistaace Act* Part-time students ^ especially those enrolled for 
SIX units or iess per ter©, would be the isost adversely affected. 
Aiaong the segments^ the Unxversity^s enroiimenx. would suffer the 
ssyailest losses overall* The St^te University's enrollment drop 
would be somewhat hxgber^ and the largest percentage decrease and the 
lirgest drop m the niuxtbet of students enrolled woald occur in the 
Coawunity Colleges, 

The revenue implications of an incr'^ase in student charges also vary. 
Table 17 ?3hovs that the lucrease ijs grosm revenues fr^^m a $100 
increase xn charges would be $10^521 > 37? at the University, 
$20^965,050 at the State University, and $86,353,480 in the 
Coiamunity Colleges. Of this amount^ the State would actually provide 
S3. 4 n-uliion in the form of larger awards to current Cal Grant A and 
Cal Grant B recipients enrolled in the three puhlxc seg;K^ents. Nearly 
million would come frosi the federal govezrusent in the fons of 
BEOG grants to both current recipients and those who becotae eligible 
this year. The iatte^r grou{> includes large nusbers of students fro» 
siiddle^-incoane faaxlies who will he eligible for a B£OG grant for the 
first tiiae because of the Hiddle Incoiae Student Assistance Act. In 
fact^ approatiaateiy one-half of the federal BE06 total represent 
funds intended to assist middle-- income students which would be 
captured instead by the public segments if they raised their student 
charges. The largest portion of the increase itx student -charge 
revenues. — ^over $72,263,495-*-*wouid coiae directly fro« students and 
their faiSLilie^, 

The gro8«t revenue figures m Table 1? do not represent the actual 
amount v^f additional revenue each se^M^nt would have at its disposal, 
even if ail the aionies froa increased charged were allocated to the 
segiments. As noted earlier, whenever the FTE earolliient losses 

acc<&ttpanying aci lacreaae in charges exceed 2.0 percent of the curr^^nt 



nlversity 
State University 
Coaafauoity Coilegcb 



TOTAL 



Segnient 
Univeraity 
Si.ace Univerbity 
Cowinui>lty Colleges 
TOTAL 



I TABLE 17 J 

REVENli IHPACT OF A $100 INCREASE IH STUDENT CHARGES 
J in THE THREE PUBLIC SEGMENTS 



INCREASE IH GROSS REVENUES 
Sfoss Revenues 



Sources of Revenues Paid as Student Fees 
Students State Federal 8E0G 



§10,521, 3? 7 
$20, 965 » 050 

§86,353,480 
$U?, 839, 907 



$4,987,935 

$58, 831,476 
$72,263,495 



$1,445,880 
$1,217,400 
$ 740,200 
$3,403,480 



NET REVENUE INCREI\SE 



Gross Revenues 



Budget Reductions 
Same Year Following Year 



$10,521,37? 
$20,965,050 
$86,353,480 
$117,839,907 



? 0 
$1,876,93? 
$13,027.1X6 
$14, 904*053 



$ 398,275 
$4,997,691 
$X4»858»532 
$20,254,498 



$4,087,642 
$11,303,566 
$26,781,304 
$42,173,012 



Net Revenue 
Increase 



$10,123,102 
$14,090,422 
$58,467,832 
$82,681,356 



7^ 



ERIC 



FTE enrolliaeat, a sei^at would iacmr mn ij»ediate redxictiou in its 
budget. FurthenBore^ the iegnent^s budget the following year would 
be redmced to reflect the entire FTE enrollAent loas , not just that 
portion which exceeded 2*0 percent, 

■*. 

Converting the headcount enrollment losses projected in Tables 14 ^ 
15 J and 16 into FTE enrollment losses makes it possible to estimate 
the magnitude of the budget penalties each segment would incur. 
Although the following estimates are aomewhat tentative, it appears 
that the University would not incur any immediate budget penalty; the 
179 FTE enrollment loss it would experience under this option would 
oot exceed 2,0 percent of its curre0t undergraduate FTE enrollment* 
The following year, however, the University's budget wo\ild be 
reduced by $398,2:75 to compensate for the enrollment loss. Both the 
State University and the Community Colleges would experience FTE 
enrollment losses in excess of the 2.0 percent limit and would face 
both iamediate- and subsequent-year budget reductions. It appears 
that the State University v^ould face a substantial budget payhack or 
reduction of $1,876^937 in the first year, and an additional budget 
reduction of $4j997i69l the f piloting year* The Community Colleges 
would lose $13|02?v3.16 in General Fund revtmues in the first year 
because of the projected 25,032 ADA enrollment loss this option would 
produce. If the lover enrollment continued ^ the Community Colleges 
would experience an additional budget reduction of $14 > 856, 532 in 
the folioviag year. 

The amount of money that each segment would have left to spend on 
every remainiag FTE student would xacrease slightly if student 
charges were raised by $100 per year, but the net xncreaae in its 
total budget would not neci^ssariiy offset the reductions mandated by 
Che 1979^80 Budget Act. At the University ^ the net increase would be 
approximately $10,521,377 in 1979-ao and $10,123,1^2 the following 
year. In the State University^ the oet chaoge from a $100 increase 
iO student charges would involve a headcount enroll&ient loss of 8^800 
and a net increatie in revenues the first year of $i9>088^113* The 
iseccud year 4 however » the net revenues raised by the higher charges 
would be $14^090,422 be* ause of the additional budget reduction? the 
enrolljuent loss i^ould produce. In the Community Colleges the 
$86,353>4B0 io additional fee income would be reduced liamediately by 
$13,027,116 in General Fund appropriations. The net revenue 
increase of §73,326^364 the first year would be reduced to 
$58,467,832 the following year. At the saiae tiaie, the overall 
headcounc enrollment loss i.n the Conwiunity Colleges would be 58,774. 

it is somewhat difficult to assess the iaipact of this student ^charge 
option on educational programs . The net revenue increases m the 
three public segpeftents would not be large enough to offset the budget 
cuts each must t *y to absorb this year. The faculty layoffs and 

other dislocations that would acroaip.^ny f'nrollisent declini^^^^ would 



ulso talce t heavy toll in the State Ualveraity and CoMnttlty 0 

Co Lieges . At the aaiDe tlme^ the asount of iioaey that iiould be 
available to educate those atudeata iiiho remaijie4 vould be greater on 
a per-atudent baaia. Thus, vhile access would clearly diaiinlah^ iaote 
iBouey would be available to finaace the programs for the rf^iaing 
undergraduates . 

OPTION 3: BASE UNDERGRADUATE STUDENT GHWIGES OK A PERC^AGE 01^ THE 
COST OF INSTRUCTION IN EACH SEGMENT BY SETTING CHARGES AT 
PERCENT. FOR COMMUNITY COLLEGES, 20*0 PERCENT FOR THE 
STATE UNIVERSITY, AND 25^0 PITOCENT FOR THE UNIVEI^ITY. 

The first step in assessing this option is to detersd.ne the 
approxifflate cost of inatructlon for resident undergraduates in each 
of the three public segments* l^e figures used here are derived by 
adjusting the CQSt-of--inatruction figures reported in the 
Coordinating Council's 1974 report ^ The Costs of Instruction in 
California Public High cfr Education » for changes in the Consumer 
Price Index, That report was never int«aided to provide strict 
co«iparabxlxty of instructional costs ais^ng segnienti^ and the 
Legislature recently requested the Cooisission to investigate the 
feasibility of developing a methodology that would persd^t laor'e 
accurate cost-of -instruction coorparisons. Certainly a better 
coiaputation of the costs of instruction would be needed before such a 
method of setting fees could be even considered. The estlaiates 
developed in this report should be regarded as plausible, "ballpark'* 
approximations of the direct and indirect costs of instruction; they 
are by no means exact. H^verthele^a ^ tihey provide a rough indication 
of the flsagnitude of th^ incieiraes in student charges that the 
adoption of thi^s i&ethod would eot^xl acid illivstrate the iiaplicatioas 
oi such a change. 



TABLE 18 

THE COST INSTRUCTION PER FTE 08 ADA 8Y LEVEL OF 
STUOEHT km ev SeSMEHT, 1978-71? 

Lowc*r Upper Average 

Segnftent Oivlsion Divj sion Undergraduate 

University $3 , 020 S3 , 245 $3, US 

State university 52/53^ $2»795 $2,6v5 

Coifflsunity Coilf?ges Sli^SdO $i,S60 



Source* of Dti.ra: Coord ii^i^. ting Co'imcil of iugher Education, The 

Education* Co^t entim^t^^ here iire 

a.djus}t<*'d for CPl changes. 




The percentages of jthe costs of lostructioii sssifned to students 

under this option are similar to those currently used in the State of 
Washington. The msximua Student Activity Fee would be set at oot 
more than 10. 0 percent of a segSM^nt's other student charges. 
Charging students taking six or less tmits 80.0 percent of what full- 
time students pay at the State University and 60.0 percent of what 
they pay in the Coomiunity Coileges was used again under this option. 
The reaultiag studenc charges in each segment are summarized in Table 



TABLE 19 

TOTAL CHARGES BY SEGMENT USING COST-OF- INSTRUCTION HETHOO 

Average 

Segment Cost 

University $3,1^5 
Residents 
Nonresidents 

State University $2,695 
Residents 

6 units or leiiis 

6,1 units or more 
Konresideats 

Community Coiiegea 51,560 
t> uQits Or less 

5.i : 'Ut3 or more 



Under this option^ the average student charges for a resident 
undergraidudte at the Uaiversity would be raised from S72A t«> $865 per 
year* The aonresideat oodergraduate would pay the^same $14l-per- 
year increase plus ati additional $495 increase in noBresidei^t 
tuition. Id the State University, full-^tliae utkdergtaduates would 
see thexr student charges increased frow the current $205 per year to 
$5B3, and aonresident students would experience an increase fro« 
$ij,915 to $2,383 per year. In the Comunity Colleges » students 
takxng more than six units would be charged $286 per year; those 
taking six or fewer units would pay $182. With no additional student 
financial aid prograaia beyond those currently operating^ the ioipact 
of thisi option on enrollment would be substantial « especially in the 
State University and the Cosnunity Colleges. The results for all 
three segments and for the different kinds of students in each are 
s\ia»ari:£ed In Tables 20, 21, and 22. 



Instruction Acti v1 ty Total 
Charge Fee Charges 



$786 $79 S 865 

786 79 3,265 

§431 $5A $ 4a5 

539 54 S&3 

539 54 2,383 

$156 $26 3 182 

260 26 286 



TABLE 20 

ENROLLMENT IHPACT OF A00PTIH6 OPTIOH 3 FOR STUDENT CHARGES AT THE UNIVERSITY 



level 
High 



Percent Number 



Tuition 
El asticity 



3,891 ~0.m 



Het Cost 
I ncreas e 

$636 



Net Loss After 
Students Lost Cal Srant Offsets 
Percent H«mb«r N«»bet Percent 



3.53Z 



137 



137 



-3.53t 



t 
I 



Resident Undergraduates 
Full-T^me 



Low 

Kiddle 
High 

TOTAL 



16,7% 

37.3 

46,0 



13.595 
30,365 
37»AA7 

81,407 



-0.43? 


§0-§?7 


-3.48 


- 473 ' 


0 


-0.00 


-0.218 


$ 0 


-0,00 


0 - 


0 


-0.00 


~0a46 


$141 


-2,84 


-1,063 - 


' 15 


-0,04 






-1,89 


-1,536 


15 


-0.02 



Part-Tlmf. 

{6.1 - 1K9 Units) 



tow 

Middle 
High 

TOTAL 



16.7 
37.3 
46.0 



771 
1,722 
2,123 



616 



-0,437 


$0-$103 


-4,80 


37 


- 37 


-4.80 


-0.218 


$0-$141 


-0,29 


5 


5 


-0,29 


-0. 146 


$141 


-2.84 


- 60 


- 60 


-2.84 






-2,21 


- 102 


- 102 


-2,21 



Part-Titne 

(6.1 or less Units) 



Total Undergradod tes 



Low 

Middle 
High 


16.7 
37,3 
46.0 


175 
391 
481 


-0,437 
-0,218 
-0. 146 


$141 
$141 
$141 


-8,51 
-4.24 
-2.84 


15 

- 16 

- 14 


- 15 

- 16 

- 14 


-8.51 
-4.24 
-2.84 


TOTAt 




1,047 






-4,3*0 


- 45 


- 45 


-4.30 


Low 

Middle 
High 




14,541 
32.478 
43,942 


-0.437 
-0,218 
-0.146 








- 52 
21 

- 226 


-0.36 
-0,06 
-0.51 



TOTA! 



90,961 



- 299 

7y 



-0,33 



TABLE 21 

rNftOLlHEHT IHPACT OF AOOPTINS OPTION 3 ?QR STUiJEHT CHARGES AT THE STATE y.^'IVER$nv 



Level 



Percent Hisnber 



tuition 
Elasticity 



mt Cost 
Increase 



Students Lost 



Het lQss*After 
CaT Srarvt Offsets 



Nonresident U ndergraduates High 



8,507 «0.i4& 



304 



104 



I 



Resident Undergraduates 
Fu! I -Time 



Hid<ii*> 
High 

TOTAL 



n,2t 

26. } 



68 , 3H 



-0.218 



SO-$378 



- 0.93 
-11. 2i 

-IB. 21 



670 
7.2SO 



0 



- Q.OO 



Part'T ime 

(6.1 - U .9 Units) 



Low 

Middle 

High 

r»»TAL 



31.2 

2b i 



'0,218 

-0.146 



$:62-$291 
$378 



■4?. 2a 
.1?.23 



S,243 
953 
1,610 



- 5^243 

958 

- l»610 



■4?, 28 

6,34 
'17.23 



~n.m - ?,811 - ?.8U -21.98 



Part-Time 
(6.0 or Less Units) 



Hlddlti 
High 

TOTAL 



31 . 2 
42.5 
26.3 



9,463 
12,890 
7,976 

'0.3.>9 



■0.43/ 
■0.218 
0.146 



$^0 
$310 
S310 



-49.75 
•24.82 
16.62 



4,708 
3,199 
1,236 



4,708 
3,199 
i.2Jb 



49.75 
■24.82 
16.62 



-30,15 - 9,H3 - 9,143 .-30.15 



Tout Undergraduates 



Middle 
High 

TOTAL 



70,748 
96,370 
68.142 

238,260 



-0,437 
•0.218 
•0.146 



24,625 
4.15? 
•10,018 

■3&,80C 



-34.81 
- 4.31 
-14, 70 

-16.28 



I TABLE 22 



EHROLLHHHT mPACT OF ADOI^TIHS OWr^i 3 FOR STUDCHT CHARGES IH THE CONHUHiTV CQll£G£5 



Level 



Percent Huniber 



Tuition 



H«t Cost 
Increase 



Stuilents Lost 



Net Loss After ' 
C«1 Srdnt Offsets 



yM?xir$My^ te s 

Fu It -Time 



i 



Low 

High 
TuTAl. 



38.0 



US. 9^? 



-a, lAfe 



• 0.26 - 310 
■15,81 ^iUfeSi 

■16,18 -SO, 652 



- 0.21 



Pdrt-Tlme 

(6.1 • n.9 UnU$) 



Low 

Hlddie 



iH.4 
18.0 
2 1.6 



Si ^2- $214 
$0-$286 
$266 



- 3.50 



• 2,868 



-25. 34 



-U.^/a -32,324 -32,324 ^H.9S 



(6.0 of Les*» Units) 



High 
TOTAi. 



2 3.e 



2 1"? , ? 5t> 
o3u.*i3a 



Sid** 

Sly 2 



16. ?l 



"^♦0,070 
-25 »035 



-4.0,070 



Itj. 71 
16.7} 
-16. 'il 

■lb, 7k 



4ti5, j?:-^ 

27 3,71 
1 , i5«#,rti.' 



■ as, 361 

lei, i -l 
«3 



-18.99 

-18.13 
-15.62 



ERIC 



Because ciie iscredsen in atudeot charges UR4ttt tliis c^pttoix voiild v^ry 
wvi«?iv, Che eorollmcat m^^ict. ftucb g«at«r variation aw>ng 

the le^nts th4it3i occurred ander Option ftr^^^Tablifc 20 ffliovs tJatdt tfee 
overall earolliaeQt decUae the Ujai varsity i« likely to veri?^ 
%iight*-13? uonteux^ttnt imrfergradu4ite# 162 resident studectt, or 
m overi^ll eRrolbaFeat drop of less tb*^ percetat, 

Ihe itffpiici^tiona ot adopting ^ pi^rticuiar jaetbod lor ^termiB^tJQg 
atudent charges, hoi-?eyer, must be taaetaed iB terns of its i.i»|^^ct on 
ail three aegiijetata Thus, whili* the coet^of-iGstnictxoa i»etho<l 
*:*utl:aed in thifi optxoa would have little adverse effect ota 
enrol i^icata ttx the Uoxv«x&ity, it would h4iVe 4 very venous iiD|>aiCt on 
iht» Stilts UDiv«rai?;y aad the Coaaimity Colleger. 

t^hlt^ 21 shows thAt uiidergri&duiite headcoujit enroU^ei'^t 4t tiie State 
Uoiverfttty would oim^ge by 4ippro5<xmiitely 38*SOO studeatn. T&is i > 
equtvaleat to ,^pproxim*tely ooe out of ever? of it& cuiriretat 
undierK^^du^Li^A This would he ^oroiiweot; loas nearly e<^UJrl to the 
?ot^I I'^.^li-;^ uader-^radu^tc earoUaenta at the S*a Ox^^go i^^d 
:iiar: ramefito <a.(»pui^e^ ctMa4>iOrdA or more th^a double the C<«hiOe4 
ui4^rftt%oiuate ^»ra* iaient the t^x^^ ,%itjilleikt State University 

^\fimpu^*'5; 1 veAr Ihe f^^sultiag uJ^dergr^dMte eorollsfeeot uoui 1 
relurr th** St^le UtiiVfMSitv ^ymeifi la ^bout the aiiif? it w#^i «K>re th«u 

atii:rt.Hi i.mpr>tia^ihlc to ^^ug^ Cli^arly, those cmpumt^B which feAV» b^en 
iStoa? ^urcej^^tui xn :>ttriiCtiQg minority atudeot^ aad siudenta ttnm 
ivw- uccase tai»;ii€.H vouid lace Lhe tJj.o#t ^erioue ^Ksrollmextt losiieH 
»virn v;th thi* f-xi^itm^ student fiixanclai >^4d pirograai;^ li is 
|jt t"*^ tii^ly thesr groups wh^ch would e)qf>crxence the idtgeat per€eata|?:e 
JrcUore er^rol li»4snt . Tho5>e caaspu^es with tJig.her'-thJiia'-Average 
niJt^^^rii «>f pati^tme ntudent^ would ^Ho be tmt^i b^t Whea coupleil 
Wi th thr loatinuiog mitt in the ethnic cowpositioji oi CaUfocai^' 
;>opuldti<>ia aod the projerte<3 d^r*rlini- io the tize of the ei^^jhteen-- to 

* v^aty- ! our-y«*ar popui«ti^>a over th^ oext tifteeo yei^rft, thr 
tot^l ;33^4>ct of these cU^ioge^ would be eoormous^ .At. the very least, 
tbe increaaerl chargen^ 4looe would leAv^* the St&te Uaiv«»rsity h 
jiXidergt^t}u4te student body lfOt.h aqjalier Lbao it oow ao4 vith 
^osaiier prrceatti^^ii iov-xf3:coii>e, mmofity. 4no p«irt-tx<»« fi-tudicrnts 

• rifcct ct Optioo 3 Oil Congnimily College enrol Isient ev^ca 
)<r*'*"^tet 10 tem^ of the oiiaher of studeot* effected. Altogether, 
IS. 6 percffat of the rt^rri^fit CowiiuAtty College earoXl4M?at would 
depart--repri*i^erty >.ng ^ loiia of aiore th^n 181, IOC ^tudcota. The lack 
of ri!*liiibie diit^f >>a the iBCoae distribution ot p#rt*tiifee Co«fttifMty 
CoUes;:e students caakea tt difficult CO apeak with aoy as^aracxce aboiit 
th^ wixy^ 10 which the xacrtsi -e^J charg^^s would alter the ^ix^e and 
cttupo^it loti *5f the sttuleot ri^ki * It f^ppe^rr* that mor^ than thr4t^**^ 



f 



fourtha of ail tfa« enrollaeat lo»«e« vould occur MOdg p^rt^time 

;itud«nt«. The coapostitioa of the si^ude&t body would ciuuge ia eveti 
more s^gaxfic^at vays, howaver,^ becauA« of th^e projected loam of 
nearly oae out of every four iow-tti€o»e ttudent:* earolled full 
»eny of theae students would be from et.hoic miaoritiea. The aet 
effect would be to returo CoMiimity College ettrol|jaentt to near their 
1^?3 level • In the process, ecces* to po»taeco96«ry educacioo *would 
diiBioish aad certain groups of i^tudeutt aad^-1?articular colleges 
would be xRore serioualy effected than others. 

The gross revenues produced by Uie xncreaaed studeot charges 
outlined Qpticn 3 very widely from aep^eot to aej^aent, aa Table 23 
ahowa. In the Uoxveraity, $14,164,111 in addlttoaal student fee 
revenue would be ratted* App roacimately $5^745,084 of thaa would be 
tro» additioaal federal BEOG fund* for eiigxble stiudenta, $2,03S,57a 
troa increased State pay»eatt to curreat Cai Graat A atid Cal Graot 8 
rec:ipxeiits» and the remamxag $6,380,449 directly fro« atudeota aad 
their t^m^ lies 

In th«? State University, approximately la addxtioiial 

atudeat tee revenue would be rJSiii^ed. Federal fiSOG funds would 
intreaae by S3*>, 445,215 for eix^ible students, although nearly h^^H 

th*-'i aaouot woula repreaeot «>oaxes the State Uoiversity would 
* catpture' fro» middle^xoco»e studeots if it raiaed fe«a to coxocxde 
With tue ^arple«M^sitatioa of the Hiddle locoiae Student Ajasxataiice 
"^^^ Cutreoi Cai Graot recipients would receive ao additiooAl 

60l,?T2 fro© the Stat^^ Scholarihip Co«wxaaxoA.. The rewaxniag 
i^;!^ .90iJ ,204 wnuid come from situdeota iiod their fajmx^iea . 

In Community College?** ^hf? added reveauea from C)j>tioii 3 vouid 

.mouot to S22S.^55»aoO. Oi thth ^mount, about $70, SI 7, 386 would b^ 
troai lOditiooa. MOQ luBda » $2. 116 v 972 would coaws from higher State 
grants to current Cal Gr^sL A .iod eligible C^i Graut B r^icipieats, 
.md the reaaiaiog Sl42,o2l,i02 from the ^itudeota who would atxli be 
enrol li»d 

Whe0 the lieadcouot earoKiaeftt decl^f^e^ p. .ejected under thxs option 
arr coo verted to FT£ students or AM, its budget i^itcatioa^ cao be 
<s<^aejSi^e4 dod the oet locreiae %a re%'eouea estxawted. The FTE 
eoroUii^ent loaa projected for the Uoiversitl^ would not ^KCeed the 2^0 
perceat liseway permitted to budget:i,og so Uiere would be uo payback 
requited the fxrat year. The loair ti llu m uodergrdduate students, 
however, would result m a budget cut of $498,400 the follo%.^xiJg year. 
The FTE €arollj»ent loaaea projected for the State University— 24,894 
FTE atudeuta--exceed the 2.u percent figure by a coaaiderable 
aaiouot, and that ae^nent would face a f^^rat-year budget reduction of 

835, ISb, if Cation 3 were adopted. Furthermore, there would 
ai^ addxtiooiji budget peaiilty f $4,997,691 tiie follow^, g year. Th^ 
Co^uuiLy Coi le^e:^ would f^i^ce the largest budget cut sioce 



TABLE 2$ 

REVENUE INPACT Of AOOPTIHa OPTION 3 FOR STUDENT CHARGES 
. in THE THREE PUBLIC SESXEHTS 



INCREASE IH SROSS REVENUES 



Segment 

CoiaiBuQ i t y Co H i> k<> 
TOTAL 



Gross Revenues 



Sources of Revenues Paid as Student Fees 
Students State Federal 6E06 



$6,380,443 
$142,621,502 



$4,601, 7?2 
$2,^16,972 



$36,443,215 
$70, 51? » 386 
$1 2,?05,6S5 



Sego-ent 
UnivvrfiJ ly 
Siatt Univttralty 
ConoRun 1 1 y Co 1 1 egtj » 
TOTAL 



Gross Reyer«usi'S 
$106, l?3,i62 



Budciet Reductions 
Sdfne Year f .1.?^.^ 



$12,83^,186 
$80,590,102 
$U3.425.28S 



$ 498,400 
$4. 99V. 691 

$i4,asa,s.i2 

$20.3^4,623 



Net Reveowe 
Increase 

$1 1,665, ??1 

$29,120,314 

$129,807,226 

$1? 2, 59 3, 226 



ERIC 
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i^nrollmetit would dectei^se by about ?2,3A3 ADA, This would produee a 
firat-yeikr payback of ©ore thaa $80,5 milliotst^ and ao added secoad 
year budget cut of almost $14.9 mil lion. 

The aubatantial earollmeit^t Jeclinea imder this option would 
aignjificaatly reduce Lhe rei^emie increaaea jproduced by higher 
student chargea- From the JitandpoiiJt of the public aegjcemta* the nc-t 
revenue gaiaed imder this optioa, aaauffiiag again that the rifcveuae 
f rofi the Increaaed feea would be ^de avaxlable to thes^ would imt. he 
great eoough to off&et the accuiaulated budget deficita they 
currently face. The Uaiversity would loae leac, than 1,0 percent of 
its undergraduate i^tudenta and ^atn $13,665, ?7l m funds. The State 
Uoxveraity would eicperience a aevere decline of 16,3 percent^ or 
38^800 undergraduates t and increase xta^budfl^et by $20,12(^31*' The 
CoOTBunity Colleges would lose about 181,171 students, or 15.6 
percent of current enrolljsent and increase net reiyenues by 
$129,807,226 

ii Option 3 were i4i^lemeuted ^ the enrollment in th^^ three sepi^tsi>i -^^t 
public higher education would drop by 2^0^*^?a undergradu^V^ 
i*tudeftt3». State appropri«»tiona for higher educ*t on would be t:ut Q^y 
25 ,0i^^ 389 ^ find the segments would reaixze a net increase in tb^^ik 
cod&bined re^enue^ of appro:«\i»ately $l?2,S33 ^226, The asiounc ot 
cBoney available for those students who reasoned would lacr^ase by 
about $lbO per FTE ^mdergraduste in the University^ $180 per PTE in 
the St^te University, snd S200 per ADA ^n the C^Haoiunity Colleges 
Enrol licent declines of the magnitude projected for this option, 
however, would require caajor faculty layoffs m the State Un versity 
and the Cowiuiiity Colleges. Giv^n ^^cistxng toilectave barg^mmK 
agreements and tenure arraaget&eot 0 it sweats unlikely that t*ither 
segssent would h^ive the oeeded flexibility to cope with layoffs on 
tfiis scale *ind still preserve essrnt^al educ^tion.ii ptograas .md 
Hi^rvicea The net result, ^ilthough it is difficult to tell with any 
certa^ntv* would likely be a decline m the kinds educational 
prograsjs tn#» puMi*" siesfjwnts Wf^r^ abi^ ottr^r to ihoii<* students whf^ 



^^PllK>H fiASE SnrDENT CHAJRt;£S IH EACH SEGHEhl U1K)H A COHPAXISOH WITH 
T}CE: STUem CHABCES at COJIPARABL^ IHSTITimONS IH OTIIER 
STA^rES . ^ 

The dsltii needed for these computations were prcvid-^d earlier 
{pp. 30-^36). The ^thod used here wa^n to set student charges ixi ^mcb 
public segment at approximstely 90 0 per^jent 6f the a^ er^i^e chargt^s 
at Its comparison mstitutioaa. A 90,0 perce^it figu^re wss used 
instead of the full asiotmt because in each miitance one or aK>rc 
institutions within each cosiparison $^roup charged fees that were 
much higher than th** rf^st^-^thr LmiYersity of Hithig.^n m thtr 
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Univer rty cottpunsoa list , State llaivcrsity *fiii Hiaai 

Uaxversity (Ohio) th« Stat^ Uaivarsitv list, ^ad the Qommmxty 
colleges i€i New York. The result that tiiese few ajj^stituta 
greatly j.acreas«d the at^er^;ges of student chmrgi^s abov* the lave I 
geoeriiily prevailing m i^dcfc compete sni^ g^^^^vp* 

Adoptiaji this method for netting s^tud^t^t ch^rgen ^ould ret^uire that 
total student charg**^ at th?* Otaivdrsity be mc resided by $1^2 yei*i 
trota the current ^i^^er^g-- of to SS4€, Student cfearges i^t the 

State Unxver»5tty youl4 be lacre^sed trom 5205 per year to $740 4od 
those in \ht^ Cotsc^xmxty tollegea woul4 be raised to $520 per ye^r. If 
tu> a4tixta.i.aai ^tudisat aid vere provv^c^, tke earolli^et^i: lapact would 
he quite severe, particularly ista tb# Stiite Ui^i'O^ersity ^nd tht 
Comm%H\iLy Colleger > Thr t^^uitn are «ii^fiamartw^ lor f^ach s^egmetit in 
Tablets ?4, 25, ^^tkii 26 

i^nrol Imei'i^ 4<<»* im^. Us ^mtie r gr «idua t *^ * £irolliiieot would virop by 
»bout 26*i Hta4ent.H aver^li* ^itli^ugfa the iossem %*ou3d be wufe greater 
i^: It V€*if? ut>t for C.tl tJrant prof^r:5JS3; the xjsypie^me^tat i •>x5( th^ 

f f ^he risxMAe IniaM Svuderit An^tsi^fjice Act Ml ol the 
pr: i snfa wi>tild : ut a^aiionR either p^rt-txae ntude^ni^ er 

i.^'-r.r r^-r, I .j^f^i^ ^.ir. t^r^raduii^ Su-i^^^ *"i^ithei ':>t thfs^ gr-^^Hps ar-^^^-^^amt 
! , : r < ; r pi> 111 u li I *>> i^f: I' c ; v e r t^^^i^ ' * ^ cm o i ime a t ^ fe*^" 

tx^ii4-^-* ^ num^''*i viif^ijei i;^r*iiftu^*t ''n^^>'. it*4 Vi*4kiil drop *:ib,.^ej(. 
-1: l^>2 , 1 - rnroilfis^fit irop p ent 5tud^ntn ft-^^ h.^w- 

^^r.r \n teceat w^uid b«?: pisrt i^aiiar I v ni\t<i hit xn r^pite 

ji J. *a5i<^^ rr^'^^i SEOC ^itt4 r^th^r projjr.itrin T!^r ta^jcb higher tf^^r. 

r L , in tht\ in4ergc t^dUAle u»jeat body wouUl 4rop Tt^^ss 5a 





TABIE 24 

IHROLIHEHI mmi OF AOOr-TIHG OPTION 4 f-OR STUOIHI CHARSB AT TH! ONIVIftSnv 



income 

level r^erceiU Number 



Tuition 



Het Cost 



Students lost 



Hiit lo^s After 
U) Srant Offsets 

Hiifflber Percent 



3,a9l O.Ufc 



$U7 



in 



133 



Resident l*nd6rqravJaat£'S 



(K2\b 
■I 146 



a 
u 

0 



-0 . 00 



- S I 



'( ! i " 



4 te, T' 



jars 



0.4 i? 



$0 S^b 



5? 



4 . m 

2 , 01 



h 



Hi } 



39 i 

i.e..'*? 



-0.146 



$l2i 

mi 

$122 



. it> 
J, 6? 
2.46 

■ i . ? 2 



12 



1 i 
14 



- 7 . $t» 
-K?2 



M 



-U. 21» 



50 



-O. i4 
-O.Ob 
-0.4S 
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TAaiE 25 

fMROllMEHT IMPACT OF AOOPHHG OPTiOH 4 FOR STUOEHT CHARGES AT THE STATE UKIVERSU^ 

Htt loss After 

Income TuUion Net Cost Students lost Csl firant Offsets 

Level Percent Ni^iber ^Al^l^Ul Increase ^'^^If^i^l ^.HI^*J- TtJ^S^iit 

Npnresvd^^^^^ yM^OT^iiiltl^ ^^^8^ ~~ St»25 -4.762; > iiOS - AOS ~4.?61 



Res Hj^^nj. Uriderij[rdduates 



Middle 
lUgh 



n.n 



() . A J 7 



- 8,471 



0 



•i j.!>l 
- 0.00 



TOTAI. 



If^O.ftab 



21 



4V 



High 



5 1 . . 



0.43.^ 
• O..MB 
i4ti 



-20.02 



- 2,8 32 



'iU.^.74 



- 2.i<i2 

- i,b;i 

-iO.^?4 



20.02 
•24. J-J 



Pari - f unt- 
ie. 0 of Les^i Units) 



LOW 

Middle 
High 

lOTAL 



Jl.2 

43.5 
2 , ^ 



9,4b i 
iO . ■12'^ 



-0.43? 
0. 146 



$415 
$4 3 5 



- *^,212 

- I,4fe5 



- 5,212 
1.46^ 



-55.08 
-27.43 
-18. J? 



-ii.ti? -i0.2li -lO,2iJ ~J3.b? 



Low 

MlddU* 

High 

TOTAI. 



?0» ?4B 
96, 3?0 
68,142 

218,260 



-o.2ia 

-0. 146 



-2?, ^03 
- 6»i68 
-11,790 

-46.061 



- i9 . 44 

- 6.61 
-17. }0 

-19. 1") 
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TABIE 26 

ENROllHEHT mPACT OF feOOP'TlHG OPTION 4 FOR STUOEHT CHARGES IH THt COfWUHITV COLLEGES 



Income 
Level 



Percent Hi^&er 



EUsttctty 



Net Cost 
Increase 



Stu<sents Lost 

Percent Nimber 



Net I • ss Af ter 
Cal Sfdftt Offsets 



Percent 



U nderqradud les 
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REVENUE IHPACT OF A00>T.IN6 OPTION 4 FOR STUDENT CHARGES 
IN THE THREE WBLIC SEGHENTS 





INCREASE IN GROSS REVENUES 






Segment 


Gross Revenues 


Sourpes 
Students ~ ^ 


t 

of Revenues Paid as Student Fees 

SUte Federal 6E0G 


University 


< 

$11»932;610 


$5,322,934 


$1,763,876 


$4»845t800 


State University 


$89,708*060 


$35,319,455 * 


$6,513,090 




Coiamunity Colleges 


$2«3,567,360 


$160,832,452 


$2,368,640 


tAn %£6 26ft 


TAT At 


$345,208,030 


^ $201,474,841 


$10,645,606 




Segment ^ 


N£T REVENUE INCR^EAIE^ 

Budget Reductions 
Gross Revenues Same Year following Year 


Net Revenue 
Increase 


University 


m, 932, 610 


$ 0 


$440,550 


$11,492,060 


State University 


$89,708,060 


$39,857,542 


$4,997,691 


$44,852,827 


C 

Connnmlty Colleges 


$243,567,360 


$85,44^,572 


$14,858,532 


$143,267,256 


- * 

TOTAL 


$345,208,030 


$125,299,114 


$20,296,773 


$199,612,143 
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would be /raised « BE06 funds would incresse by $47,875)515 for 
eligible students, current Cel 'Grsnt recipients would receive sn 
additional ^$6)513/090, ^and the rettaining $35 » 319, 455 would ccNae 
directly from students and their families. In the CooBunity 
Colleges, the. added revenues froa Option 4 would aaount to 
$243 , 567 , 360 . About $80 , 366 , 268* would cosm . f rosi additional BEOG 
funds, $2,366,640 would coae froa' State grants to current eligible 
(?al Grant A and Ci^l Grant B recipients , and the reaaining 
^-6Cr^832,452 directly froa students who W4^uld still>e jpnrolled. 

The earollaient- related^ budget cuts under thia o|jtlon would be 
subatintial for t|ie State University anti the Coamnlty Collefea, 
where the enrol Ijient losses %fouId be greatest ^ As Table 27 shows t 
there would be no finst^yeair budget payback for the University^ 
although the loss of 198 FTE students would produce, a second^year 
budget cut of $440,550. |1ie State University's enroXllent decline 
under this option would exceed by 30^^13 JTE students the 3^789 
leeway allowed imder State bthiget fonsulas. This would produce a^ 
first-year budget cut of $39^357,542^ and a s^cond^year reduction of 
an additional $14,858,532* "bxm CosMunity C^llie^ges, statewide, would 
lose 76,698 beyond ^the 2*0 percent lisiit. This Would Involve a 
budget pa^ack of $85^441,572 tiie first ye^r, and $20,296,773 the 
following year. These budget cuts^ however, would i|ot be distributed 
evenly because those Convunity Colleges Vith ab^ve^average 
enrollments of part-tiaje o^ low-income students wouI3^ealize less ^ 
additional incosie from higher student char]|es and would face the 
largest budget cuts from enrollment losses as well^ Furthermore, not « 
all Community Colleges would pay the siune incremental rate for t 
enrollment losses or receive the same ^sount per ADA from the State 
under the provisions of the new financing law for the Community. 
Colleges (AB 8), 1 

The net revenue the segsM^^nts would receive under Option 4 would be 
modest co]q>ared to the enrollment losses that would occur. The 
University would be the exception. It would receive $11,492,060 in 
additional funds and lose only 132 resident part-time students and 
133 nonresident students. The Stat;e University, after subtracting 
the budget cuts of $44,855,233 from the $89,708,060 in increased 
student* charge revenues, would realize a net increase in revenues of 
$44,852,827. At the same time» it would lose more than 46,000 
undergraduate students in the process. The Community Colleges 
collectively would receive a net increase in funds of $143,267,256. 
While such an ^^^regate figure is certainly significantt it amounts 
to an average revenue increase of less than $1.4 million per 
Community College. The enrollment losses produced by Option 4 would 
amount to 190,762 students in the Consunity Colleges, or an average 
loss of about 1,800 students per college. 




The effects of Option 4 on public |ilgh«ir ediicatioii vould probably be 
fOMwhat aore serious tl^ii thb%m ot Option 3^ Ageia^ eltboi^ there 
tiould be iiK>re ttoney available tt> educate those students who resiained^ 
there would be' substantially fewer undertraduates still enrolled^ 
Further 9 under* ei^is ting budget forswdas^ the enrollaeut losses , would 
jbTigger large-scale faculty layoffs at the State University 4nd the 
CosMiunity Colleges. For^ example, the present faculty staffing 
ratfos would require the layoff of more than 1»900 regular faculty if 
"^e State Uni^rsity were to lo«e the 34^007 FTl students projected 
here« Clearly > no segment could coimt on nomal faculty attrition to 
cover layoffs of this iiagnitude. Belying oi( €ttrition» moreover) is 
often a haphazard and ineffectual waj^ of reducing faculty. Tenure 
and collective t^argaining aireesients would also limit^ the segSMnts* 
flexibility in coping with faculty reductions •i^' Jlefcently hired ^ 
unt enured faculty mesibers ^ifould probably be apoidg the first to go^ 
This wonld Jeopardize not <mly ^e efforts all segsMUts have been 
aaking to increase the representation' of w<»en and minorities on 
their faculties, but also their ability to insure that an adequate 
number of faculty were available to staff all major departments « 

A FINAL NOTE ON TESTING POSSIBLE POLICY OPTIONS - 

Obviously not all of the possible. tiolicy options are examined fully 
heri. Across*the-board increases^ other thkn the ^lOO^per^year 
figure used In Option 2^ could heve been tested. Some sta.tes use 
percentages, of the cost of instruction that differ frmt those used in 
Option 3^ S<^me charge a flat 25.0 percent of the cost of instruction 
for all their public segments- Others charge a fist 25*0 percent > 
but eonpute the different instructional costs for lower division ^ 
upper division^ graduate » and advanced profesaional students « They 
then charge students st each level a different amount* The 
iisplications of this latter option need to be ej^lored further to 
determine its possible effects on graduate and professional students 
in public higher education. 

The Important point her6 is that the SK>dels developed in this report 
can be used to evaluate the enrollment and revenue isiplications of 
tkvy proposal to alter student charges in the public segments. 
Indeed, Comnission staff intends to use them for that purpose* The 
options presented were designed to clarify the hey issues and to 
Illustrate the effects of increased student charges on enrollment ^ 
revenue^ and public ^ligher education. 



CHAPTER V 



SUMMARY 

The current finencial problesa confronting public higher education 
have led sone people to suggest thst higher student charges sight be 
**s solution*" In response to esrXier suggestions by the four year 
segnents that it might h^i necessary to incresse charges » the Director 
of the Postsecondary Education Coaaiission supported efforts to 
prevent increases in student chsrges last year. Althoui^ he argued 
at that tine that "increased student charges must be considered as 
one of. several possible sources of additibn^l funding for the long* 
range financing of postsecondary education," he urged that "the 
impact on access and the intersegmental consequences of such changes 
should be studied carefully" before taking any action. This report 
is an outgrowth of those perceptions. It does not constitv i-e a 
policy recoamendation. It does attempt to provide « thorough, . 
balanced analysis of the ccoplex and controversial issue of student 
charges . 

THE EFFECT OF INCREASED STUDENT CHARGES ON ENROIXMENT 

The primary focus of this report has been upon the impact of 
increased student charges on undergraduate enrolljoents and segmental 
revenues. The rates of participation in postsecondary education in 
California are among the nighest in the nation, and student charges 
in the State's public institutions are among the lowest. As the 
projections in this report show, however, ai^y appreciable increase 
in student charges would reduce enroHmtents in all three public 
segnents and thereby diminish educational opportunity in Calif omit. 
In general, the greater the increase in student charges, the greater 
the decrease in enrollment. The UniversS|.y would be least affected, 
the State University would experience %he greatest percentage^ 
decreases in enrollment in most cases > and the Conmunity Colleges 
would lose the largest number of students. 

While any option that raised student charges would reduce 
enrollments, those that increased charges substantially %rould also 
significantly alter the composition of undergraduates attending 
public higher eaucation. Despite the extensive student finayial 
aid programs already in existence, the adoption of large ¥ee 
increases would substantially reduce the enrollment of students from 
low-income families , particularly at the State University and in the 
Coflmnmity Colleges. There would also, be a sizeable reduction in the 
number of part-time students in these segsients. 

The full magnitude of the enrollment dislocations produced by higher 
charges woul<? be greater than these figures show. With an 



«cros«~th«*bo«rd incc«a«« tuch m In Option 2, enrollM&t shifts 
saong the public s«ta*nts %re likely to be quite Biniasl. Witb 
widely different cost increases saont se^Mnti) sucix ss tho»e 
outlined in Options 3 snd ,4, bowever, there sre lil»ly to be 
enrollsMKnt shifts soidnt segiients es %rell »• enrollaent losses within 
each setBMnt. Since ch shifts are ext^r^acly difficult to suiasure 
directly, aoat national studies have either sidestepped the isiske by 
positing «cross«the«board changes in fee levels or have confined 
their analysis of enrollaent shifts to the degi^ee of substitution 
between the public and private sectors* The aodel used in this 
report atteaipts to predict the net changes in student deaand for * 
higher education produced by changes in the net cost, jkm a result, 
the enrollaent losses cited in each case are t^ net changes in that 
segnent vhich result frosi a particular increase in studexlt charges. 
They reflect the effects of enrollment shifts as well as losses, but 
cannot ne^^ure the nagnitude of the shifts directly. 

Within the public sector, . the State IMiversity's enrolloMnt is 
probably more subject to shifts than that of the I3hiversity or the 
CoBBunity Colleges. According to a recent University stady , Beyond 
High School Graduation I Who Goes to College? > approximately 25*0 
percent of the University-eligible high-school graduates in the 
class of 1975 attended the State University. Prograai, location, and 
cost were the swst frequently cited reasons . for their cheice. . 
* location overlaps • with cost by pensitting students to coosute to 
school froB hoflMt and thereby reduce costs. Price changes would not 
eliminate such savings. Nor would they likely change the decisions 
of those University-eligible students who chose a. particular State 
University canpus because of Its prograa. Nevertheless, any option 
that |ri6atly reduced the student charge differential between the 
University and State University might prompt some of the University 
eligibles currently enrolled in the StUite University to attend the 
University instead. By the same token,' 'approximately 48.0 percent of 
the State-Univeriity-eligible graduates in the class of 1975 
enrolled first in a Community College. Although Cossiunity College 
charges would increase under most of the options reviewed here, the 
cost of attendance would still be lower than at the State University. 
Thus, any major increaae in student chargt^s at the State University 
would be likely to reinforce rhe current tendency for large numbers 
of State-University-eligible students to attend Coaaunity Colleges 
for their lower division work. Higher charges would also reduce the 
potential pool of Comsninity College transfers to the State 
University. It seems unlikely that enrollment sl^ifts in ti^e opposite 
directions would be sufficient to offset these trends. This 
explains, in psrt, why in most of the options tested in this report, 
the percentage decreases in enrollment were greatest in the State 
University. Moreover, the evidence here confixms the conclusion 
advanced in a recent report by the American AssociatiMi of State 
Colleges and Universities that state college enrollments "are 
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•ccutely s«oiltly« to*the ability of students to pay the' costs of 
college stte&dance.** |4/ 

Fe«^ estijsetes exist' ss to the degree of substitution* or the 
sscaitude of enrollseut shifts, between the public end independent 
sectors of higher edu«stion. The aost widely accepted figure is that 
one-hslf of the sdditionel students who would «nro%l in public higher 
education if charges there were reduced would have otherwise 
enrolled in independent institutions. If the situation were 
reversed, the opposite would not necessarily be true however. Vrbile 
sosm of the students currently enrolled iu public hi^er education 
night choose to enroll- in independent institutions if charges ¥ere 
raised in the public sector, it is aliaost impossible to estlaate how 
naoy students night be involved. Given, the linitations of the nodels 
used here^ those students shifting to independent institutions were 
coiuted snong the enrolla^nt losses in the public segaents, but hot 
identified separately. • 

Because of the substantial cost differences between public* and 
independent colleges and universities in California, two kinds of 
students would aost likely be involved in enrollnent shifts froa 
public to independent institutions in the event of a cost increase. 
The first would be those froa hi|;h*inc<Mse faailies. Ihese are 
generally students who do not <iu«lify for even at the 8M>st 
expensive independent colleger and universities, but who are still 
somewhat sensitive to price. If student charges at public 
institutions increased markedly, soae of thea axght enroll at an 
independent iicistitution instead, this group probably includes many 
of those who were counted aaong the' enrollownt losses at the ' 
University in the discussion of the policy options. 

9 

The second kind of students are those froa faailies with low enough 
incomes to qualify for financial aid, including current Cal Grant* 
recipients and those now eligible under the provisions of the {fiddle 
Income Student Assistance Act. Qualifying for student aid depends 
upon one's family incoas and the cost of the institution selected. 
The aaount of aid received under the Cal Grant prograaa would vary 
with the cost of the institution selected by the student. However, 
the size of the M06 grants apst middle-income students will be 
eligible to receive under the Middle Income Student Assistance Act 
will not change with the cost of the institution once the act is 
fully iapleaented. Students froa families with very low incomes 
often atMlify for at least some financial aid at all public and 
independent institutions. Others would qualify f^r aid only if they 
were to attend an expensive school. Indeed, several national studies 
suggest that it is actually, less escpensive for students from families 
earning less than $19,000 per year to attend an expensive independent 
institution than a much less expeoaive public college or 
university. 85/ 
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Current C»i Gr*nt recii>i«iit« provi<!« as Intercatlttg exu^U. la 
testiat various optioM •*rli«r, tbe lftcrt*8«d to th« State was 
coaptttea £<^t ^ added estp.eAte that kighar atude&t cfeartaa would 
laposa on it to fund tlia ftaats of currant Cal QL-ant racipianta. 
these cooputations aasuaad that the currant recipients would not h* 
aitoat those students vho sight shift £ro» on« sagnftnt to ano^er oi: 
froa a public to an independent institution* 1% fee iocraaaas in the 
public sector w«Ae to proapt a significant auaber of Cal Srant 
recipients to e^iroll sn independent coll^^e or ujiJ;ver3ity, the 
costs to ths State would increase even aore. For esaaple« in 1978- 
7<J, the •average Cal Grant \A racipient received $200 pav year at the 
State UniNrersity, $633 per year at the University, and $2,391 at 
independent inatitutiona . These grants are liaitad to idot aora than 
the full amcimt of tuitioti and fees or $3,000 par year, iriiltshave? ia 
lower. Under Option 4 wit^ the highest itudant charfpa, Univerfity 
students eligible for the aaatlmua Cal a^-ant A ifould receive $846 if 
tncy stayed at the Oniv^^ralty, but $3,900 if thay enrolled in an 
expensive iDdependent institution instead. 

The kinds of undergraduate earollotent losses that would accoaipany 
any lacWe iacrease in student charges in the pui>lic sector would 
reduce educational opportunity in Califoxnia and exacerbate anotliar 
eaerging problea. Because of the drop in th^ birth rate nearly two 
decades ago, the 18*24 age group, which has traditionally coapxised 
the largest portion of the underfiraduate student body, is daclining. 
Departoeat of Finance projections indicate that enrollaents in all 
three public eegaents are likely to decline over the next decade. 
This trend- is projected to reach bbttoa in about 19^3, when 
undergraduate (enrollisent levels in the four~yeae segaents «r« 
expected to be approxiaately 15.0 percent be:^.ow their current 
levels. Even now some University and State University caaf»usc5s are 
operating below their full capacity. That situation is not likely to 
ijqprove in the iasMtdiate future i^iether additional student £«es are 
charged or . not. But the enrollaent Xosaes that higher ctudent 
chsrges would produce would furtJtier coapunt the layoffs and 
dislocations public inatitutioa already face be^iause of imfavorabXe 
deaographic trends. For exaaple, ii* the Stato University the 
adoption of Option 4 would reduce the current undargraduate 
participation rate by about 19.0 percent. Mhen coabiued wit^ the 
projected deaographic changes occurring in the State, this would 
produce by 1993 an undergraduate enrol laent in the State Oniveraity 
that would be app^oxduaately 33.0 percent below the current 
level. §7/ ' ' 

Along with their responsibility to provide high iguality 
undergraduate instruction, the University and State University both 
provide graduate instructioh through the Master* s degree level. 
Since Master's degree students at the State University are« charged 
the same amount as undergraduates, and those in the University are 



cha^^^ed a nottlnal $20 p^r q^rte^t pore than ^dairtiraduat^fts ^ botli 
groupe ot MXv^mntm ifould be effected dlirectiLy by 1117 inc^reise la 
imdergriE^duate cbartei. Vim impttcx of iAcr«m««d itude&t f«it« oa 
Haater^tf atudent^a la virtually iiaJoaoiai. tba aarollB^at of 

aucb atudeata In botb aefttenta ifoald probably drop If atudaat obargea 
"iirara iactieaaed) but tba aorollmat loiaaa ttitbt mt ba aa graat aa 
tboae aaoag uadargraduatat . Vftille tba likaly ijq>act on aarollMat at 
preaent whlt:h itfotiXd auablo ^a to datarttina Juat l^v fraat tha 
aurolliiicit Xoaaaa vould ba Mong Haiter^a degrea atudauta^ 

i 

f 

The Univ«raity baa the prijury raapoaiiJiility ia Calif omla public 
bigber ifducation for educating aud traialug doctoral (lPb#D) and^ 
advanced profeaiiooal atudauta^ Very little la )ea<»wu praaantly 
abouL tjia litely raapouaa of aucb atudenta to bigher coata^ atudy 
done on the price reapoiiaiveiieaa of doctoral atudeuta at ^e^ 
Xluiveri^ity^of Hiuneaota auggeata tbat eurollgeat, :y^pact. of 
bigber fees vould be quii^e ^mall. Given existing feliovabipa and 
reaearcb aasiatantabipai and tiie aurplua of qualified applieattta to 
^pecea aviilable^ Aodeat increatea in atudenta cibirgea for doctoral 
atudetita^ iirere not en^ected to decreaae enrolljaenta or dininiab tdbe 
"juality of tbe atudenta « Altbougb the lituation at Uie'l}niveraitV of 
California laigbt in aooie ways be ajjiilar^ it ia not clear irbetber tbe 
enrolli»ent icqpatt would be. M/ ^ 

The available evidence, though certainly incoaiplete^ alao auggesti 
chat higher atudent chargea for advanced 'profeaaional atudenta^ 
particularly thoae in aedical ano dental a<^ool) are not likely to 
produce major changes in the nu&ber enrolled^ The availability of 
loans for laost such students^ the large aurplos pool of highly 
qualified applicants ^ and the high salaries theae graduatea can 
coflRaand make it likely that any \changes in enrollMut would be quite 
small. Nevertheless^ while the number and quality of such students 
would probably not change^ the ethnic and incoiae co^poaition of the 
group might. The paucity of evidence about the likely reaponaes of 
advanced graduate and profesaional students to increased student 
fees would suggest caution at the very least. 

THE EITECT OF INCMASED^ENT-CHARGES ON REVENUES 

The gross revenue increasebythat would be produced by higher student 
charges vary froai segment to segment and from option to option « 
Generally } the greater the increase in student charges^ the greater 
the increase in gross revenue produc^^d* 

As noted earlier^ however^ gross revenues are not an accurate sMsasure 
of the amount of additional revenue a segaient wou>.d receive if 
student charges yere incr^.ased* Because enrollment losses also vary 
directly with the amount of any increase in charges^ the size of the 



tturollMnt* related badtftt paybacks and budftt cuta jwould increaas at 
chargea lAcxaaaad . Althoutb iu>nfi of tim oi»tioiui taatiad iiar«! actually 
caached tka point of diainiahiat satiunui, Optii>n 4 probably caM 
cloae for th« Stata Uaivaraity and tba Cooaimity Collates « Ib any, 
•vent, lavt« laaraaaaa in atude&t clurs<ta and serosa ravcnaea 
te&arally^ vaault in much iiota aodaat Inct^^eaaaa in nat ravaouaa and in 
aubatantial dacreaaes in eiurollMaxita* 

Moae of tkm optiom teitaii in thii import vould gniatly ceduciG 
\md«¥tr|idiuite enroIlMiit in tha Univarvltyi mr wuld any of th«i 
prodiica ^luf f icieiit aet reveaua Incraimei to oifi^t the $16.7 sillloL. 
rediictioii rV^uired of tho thil^«rilty;by th€ l$79«t0 Budt^t Act . iVo 
of the optiocui ttittid vouXd produc* aufficiantly ii«t it^vi'iiut 

increfiMs to off lift th€ $17.0 ttiilioii in cuts undated foit tlM 18t«t« 
Uai varsity in th« Budget Act* But^ at tha tiM tiM^ tliit a4optioii of 
oaa or tha other of these optiomi iiould reduce the State Uaiireraity'e 
undergraduate efu^ollseat by betneea SB^BOO aad 46 #061 atudeata. 
Option t would increaae the total States and loyally v^uaded opsratiae 
budget of the C<«Bualty Collegea by approjciiMtely 4«9 perceat^ At 
the other ejttrewi} Option 4 vould iacreaee Uieir total operating 
budget by 12^1 perceat« Hevertheleaa ^ Uie adoption of either of 
theae options w>uld aioiuXtaneoualy reduce Coasunity College 
headcount enrolliient by SB » 774 to 190^762 atudenta^ reapectively. 

Increased student dxarges would reimlt in additional federal BE06 
funds going to California u:^dergraduates^ Host of tkis increase ^ 
however ^ would occur Misrvay because of the iegpli»entation this year 
of the Hiddle Incijae Studert jAasistaace Act for dependeat students, 
la fact, nearly half of the afiditional BBOG funds cited in Tables 17^ 
23 1 and 27 represent eoniea t|ut Congress intended for newly eligible 
students fros ttiddle-inccme families ^ which would be captured 
instead by the public segments if they were to raise thei^ student 
charges « Moreover ^ once tiM new Middle Inc<MM Student Assistance Act 
is fully iiqi^leeet'ted for independent as well as dependent atudents, 
the sixe of the grants most eiddle-^incotte students received would not 
Increase If fees were increased the result would be even hi|^er 
ratea of attrition aaK>ng undergraduates in the pi^lic segmnts than 
projected here. 

It would cost the State more PK>ney to fund the Cal Grant program if 
student charges %#ere increased, the added costs of funding Cal Grant 
A and Cal Grant B recipienta at public Institutions would ra^ige f roa 
$3*4 aillioB uader Option 2 to $10.6 million under Optioa 4. If 
enrollMut shifts froa public to independent institutions occurred 
aa a result of higher chsrges in public institutions » the costs to 
the State would increase even nore. 

After subtracting the sdded costs of the Cal Grant prograsm fr<Mi the 
enrollaient- related budget paybacks and budget cuts that' would 

1 ./ > 
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«ccoap«Ay 4oy f«« iacx«as«i thtt result vouI4 r«prfts«at thtt reduced 
level of 3tet« support for public hi|her educetioa, oje the sevinge to 
the taxpeyer. In effect, the oaly seviat* the State itself vould 
achieve if student cherges were increased would be the direct result 
of fewer students being able to attend a public college or 
university V 



THE ISSUE FACING CAllFORKlA 

* 

The central issue in determining the level of student charges is what 
shart of the cost of education shoUld be borne by students and whac 
share should be borne by the general taxpayer through State and local' 
support. Ko siople foraula will resolve this issue, and any atteapt 
to do so which ignores its tuusan diiaensions is .unsatisfactory. A 
taore effective approach to the issue is to deteraine the current 
balance between student support and State and local support and to 
assess the consequences of shifting that balance* 

I 

For laore »h«n a century » California ha« aaintained a tradition of 
providing **tuition-free, low cost" public higher * education. 
Nevertheless, the TInivarsity and State University have raised their 
student charges froa tiae to tiae during this period, aoat notably in 
the early 1970s. The higher charges at the University that steaaed 
froa the iaposition of the Educational Fee In the early seventies 
probably forced soae students to change their educational plena, 
proopting thea either to attend a less expensive institution or to 
aot attend at all . The iapact of higher charges was largely obscured 
at that tiiBe» howaver, because of the evar^ increasing mkiber of 18- 
to 2A>ye«r olds in the State's population and the burgeoning 
enrollments at public colleges and universities. 

As this report laakes clear, student charges, undergraduate 
enrollsttnts, and segaeatal revenues are inextricably linked. 
Student charges in California's puhlic inatitutions are currently 
aaong the lowest in . the nation and its rates of participation in 
public higher education aaong the highest. Increased student 
charges would produce greater rev^^Jees bur ; lower undergraduate 
enrollaents. Existing student aid pr^raa^- would reduce soae of the 
«nrolljsant losses that higher charges %0^1d cause, but they could aot 
eliainate thea. Indeed, the trader «€f- between increased se«Mntal 
revenues through higher charges and dlainished educational 
opportunities as a result of lower enrollaents creates a profound 
dilaaaa for public policy aahers. The resolution of this dileoae 
should be baaed on a cleer understanding of the goals the State hopes 
to achieve through its systea of public higher education and a 
.recogQition of fj&e purposes these institutions are intended to 
serve. 
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FAF (New York: , College Entrance ^a«ination Boar<3, 1979); 
Offite of Education, Bureau of Student Financial Assistance, 
Department of itealth^ Education, aud l^elfare, 1979*80 
Deteraination of " Eligibility Index : . Basic Educational *■ 
Opportunity Grant Progra ai (Washington, D.C.: Govemaent 
Printing Office, 1979); and OE, BSFA, Payent Schedule 1979«80 
Basic Educational Opportanity Grant Prograsi (Washington, D.C. : 
Govemaent Printing Office, 1979). The Middle Incoaa Student 
Asssitance Act also increased the funding for the College Work 
Study Prograa ^end reseved the i^mLly'ineomt ceilia^ for 
' participation /in tbe Guaranteed Stui^ent Loan Prograa. Both of 
these aeasuijd^^re likely to assist \students faced with higher 
costs for attenBing college, but it Vaa not possible to factor 
either of these changes into the aode^. More«irer, the available 
evidence suggests that neither losn# nor work study have the 
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aane iiQiact In of f Aettlns kl^er chirgas is m zrnmt of tbe sue 
size* See> Carli»oiit ^^Student Price Kespoase Coefficlexits fo^ 
Grants > losns^ and lfork*Study Aid«** 

71/ **)^tes from the Deputy CoMissloiier^^* Majr B8FA Balletia 79 
, (Wasliiagton^ D,C. 5 Office df Sducation^ May 19753 7 1^5. In 
May it appeared titat the provisions of HISAA for independent 
students would be i«pl<»e&ted this year^ too» lartely becsuse 
of pressure froa Congreof • Sin^^ that tiiae^ however » several 
obstacles have developed. It do^s not appear that Uiere will be 
enough tiiae to iiapleoMAit these provisions prior €o the start of 
the fall ten. fhe 1979^80 payment schedule ^ moreover ^ makes it 
clear that for alsK^st all students in the Aiddle^^incoae groups- 
be they dependent or Independent ^^the asK>u&t of the basic grant: 
for those who attend an institution charging $350 or more per 
year would not increase if student fees were increLSsed. 

72 / Only one study deals specifically with the kinds of older , part* 
time students the California Cowaunity Colleges attract in such 
great nuaibers » although its focus is national. See, John Bishop 
and Jane Van Dykt ^*Can Adults be Booked on College: So«e 
Determinants of Adult College Attendance/* Joujmal of Higher 
Education ^ XLVIH (January/February 1977), pp* 39-62. The 
Community College model for enrollsient responses to cost 
^^-^oQcreases that was used in^ thir report ^ is based on a 
modification of the Bishop aUd Van Ttyk ;f in<lings and formulas • 
For an excellent discussion of the many difficulties it^herent 
in trying to apply the studies that focus on traditional, 18- to 
24«year^old students' responses to cost Increases to the case 
of the California Community College, see, Susan C. Nelson, 
^^Community College Finance in California: Equity Implications 
in the Aftermath of Proposition 13 Mimeographed (Washington, 
D.CT: prepared for the Chancellor's Office of the California 
Community Colleges, February 1979), especially pp. aS'^SS. City 
University of New York (CUNY] increased Uie tuition in its two- 
and four^year colleges friMi $0 to $700 between 1975 and 1976. 
Simultaneous changes in admissions standards. State financial 
aid policy, the end of Veterana* benefits, snd other factors, 
however, make it virtually impossible to determine what portion 
of the enrollment losses in CUNT were the result of increased 
charges and what portion of the losses stemmed fr<Mi other 
factors* See, Office of Program and Policy Research, 
Application and Enrollmialit of dfllY Freshmen ; Fsll 1975 versus 
Fall 1976 (New York: The City University of Mew York, November 
1977); and Office of ProgrSm and Policy Research, The City 
University of Hew York Data and Issues (New Yorkt CUNYTSkc^er 
1977) • Another oft-*cited' litudy of an ei^eriment involving 
several two-> ^ar colleges in Wisconsin contains numerous 
caveats about how tentative the findings are. The experiment* 



b«s tince coded acd wKile thm Invcirtift ralatioMhtp betvean f«es 
«ad eni^oIlMtttt Has* cX««rly «stAbli«lMd, tiw «rijin«I study and 
a follov-up study aiaply rsiafAcc* tii^^ Mfultttd* tti tlw 
C o — imi ty Collins «arollMmt ntpoiUiSf projttctsd ^y tlw «odttla 
utttd lA tliia £«p«rt, S«s, ^^jqpNftrlaani ia ^ow 1m«, 1973-74: 
Prsliaiinaxy Report** (Hadiaon: l]alveraity of Viaconstn, 1974); 
and ABMrieaa ^sociation of State Colleges and Ihki^rsities , 
"Viacoasin Low Tuition SxperiMent Ends.? tidLtioos lip, 
Enr^llowiLts Down,** (Vashint^ou, D.C.: AASCU Special Iteport, 
August 1977). 

The budget penalties for eorollaeat losses in tbe pi^li« seg- 
sents sake then aofe sensitive financially to enrollMnt losses 
' than independent colleges and uniirersities . If ,an independent 
institution loses a student, it siaply loses tht tuition and fee 
incoae that student would hsve provided. It a . public 
institution loses a student for whatevei^ resson» it loises not 
only the fees the student wss paying but bas its budget reduced 
the following year by an incremental aaovuit set :Uk the State 
budget foCTulaa. This second financial penalty for enrollment 
losses auilces the calculation of the net revenues ^produesni in the 
public sector by increased charges significantly different frosi 
similar calculations in the Indi^endent aector* As • result, it 
has often been overlooked in casual discussioni of the possible 
inplications of hi^er charges in public higher education. 

See, for exaaqple, "Ford Warns of Hisuse of Sacpanded Student Aid 
Program," Higher Education Daily , November 28, 19 7S. The 
article refers to a speech by Representative William Ford, 
Chairman of the House Povtsecondary Education Subcommittee. He 
warned, **If people begin capturing the federal aid, we will end 
up not doing a thing to improve^ educational opportunity for 
Americans . *' 

Once the new Middle Income Student Assistance Act is fully 
implemented, most full-time students from middle- income 
families would not have their grants increased at all if fees 
were incressed. This would eventually mean that most middle* 
income students would have to pay the entire amount of any 
future fee increase themselves. Ibis year and probably next 
year, however, most middle- income students will experience a 
change from being ineligible for BBQ6 assistance last year to 
being eligible for a grant this year. Therefore, ;:iie model 
assumes that for most of these students the entire cost of a 
$100 fee increase would be offset in th« short run by the shift 
in their eligibility from no grant last year to a grant of $200 
or more thia year. 
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76/ Since sooie of these p«irt^tij»e^ studeatu My b# self ^tU|>portiAg | 

aad thuii iaelitible tfadLe yemt to t^lu^ edveiitese of tlie aoire ^ 

liberel iad^eodeot student p^rovieloni of tiie Middle Xncone j| 

Student Asaietet^ Act, m£A tii^e euuqn other pert^tiae students . 
fail ^o recei^ finsncisl sssisl^snce for s ire«iet9^.^jai«sons, 

the parent schedule for one^^lf tias studeats i»ss luie^d ia co«^ J ^| 

putins the portion of the increased cbai^ges that vould he offset f ^| 

by a BEOG grant, ' ^ 

TV/ SlJace the Cal Grant programs require the student to enroll full* J 
time^ the offsets referred to in these tables apply only to j 
full'^^tiM underf raduates * These offsets a^e caloulated hy ^ ^ 

taking the nuiiher of current Cal Gr«at A recipients itt> each ^ 
incosie group |ind the number of eligible Cal Oraift B recipients ^ 
In each incooK group uid subtracting the projected number of ^ »r1 

i^tudents lost in that income group fro«s the muiber.ol-^iprant ' 
recipients in that groi;^. Since the fibres refer to curreatly 
enr<;^Iled Cal Grant recipients ^ the ttucisan possible offset is 
to reduce tke projected enrollaient losses to ^e^o. It would be 
Incorrect to asiuaw frosi.this^ ho^revert^ that the enrollnent 
losses in the University would resiain negligible no setter how 
imch fees ttight be increased. 

78/ The Cal Grant offsets for the State University were computed in 
the sai&e manner as for the University. The satsller number of 
Cal Grant A and eligible Cal Grant B recipients currently 
exsxolled in the State University^ however, siean^ that these 
programs as currently constituted could not entirely offset the 
projected enrollment losses asmng full •time" students in that 
segment. 

79/ Age was not used as a separate independent variable in this 
report) although most of the data useid in constructing the iMdel 
for • the four-year aeggirats was derived f ro^ studies of 
traditional 18-* i;o aAtyear^old undergraduates. Treatins the 
price responsiveness of older students as if it were the mmm as 
for yoimger ones with similar credit loads posed no real problem 
in the case of the University because it has so few older 
undergrsduates enirolled^^ Jforeover, the Bishop and Van Dyk 
study , which applies mainly to Community Colleges ^ conclujdled 
that the Enrollment of older students^^those over 7^ yemrs of 
a ge-« 1 s more responsive to cost increases than is the 
enrollment of youngeir students . Since the Bishop and Van Dyk 
findings were used to develop the model used in this report for 
psrt-time Community College students 1 it did not seem necessary 
to identify sge as a separate independent variable In their 
case. Xn the Stste University ^ though^ there are many older 
students enrolled. Applying the coefficients developed by 
Bishop and Van Byk for Community College students td older State 



Further, it €ppMr» Uut m wa^or l^mson tli* UfMs: price 
r««poimiir«iMss of older ttitdeatt i« Ui«t th«y ^l«o tend to be 
pTedoaiaentl^r pert*tiM stodeats eAd» tLtte» do not quelif; for 
michf If any, tlxk*&clel eid» Coaee^ueiitlft tt- «»• eeiunid in 
coae^ructiot tl&e aodeX thet the f<Jfects of emuiVate' on 
their reepoosiveaese to comx iiicreeeo« voii3.d elree^y he 
reflected hy iririetioiui in the ^rollMmt. respoaeiiwieer of 
stttdeats with different credit Ioed«***e]i ind^endent veriehle 
elrcady being uted in the aodel . 

80/ There i« reason to believe thet^juniore end oeifiora wmXd be 
. 'let* lilcely to leeve coU««e then fint^tiae ^shm or 
sopho«oree If etudent cherges i#ere iocreeeed. fio«uicit*« al^iufy 
of the enroi:iaent^ reeponeiveneee of lli^^xei^y of W^sem^^tM 
studeiite to coet. increeees, concluded thet lowier-'dtviiion' 
students were enre responsive to iBcznexes then u^pei^diTieioa 
students. This doeft not ae»n> however, ^t^ i^er^diirision 
students tre not responsive to cost increesee, ox thet their 
price respome coefficients cen be set eijuel to »ero, Horeoveri 
ffoeneck' s f indints have not hmm replies ted by other stndiee In 
« asnner thet would peneit the use of different price response 
coefficien€s for lower- end i^per-divlsi^ students as well ss 
for studeats with different f sally incows* linnlly, becsnse 
of the c|^le of students irsduetinf sad new freslwen enterint 
each yesr, it would only be a aatter of a few yej^rs before the 
greater price responsiveness of lower-division situdttits would 
be reflected in lower overall enrollaeats* "Oader the 
circuastances , tl^ nodel develo},>»ed for this r^ort utillaed the 
adjusted price response coefficients for undergraduate students 
as « whole. See, HoenatiE and Waller, **Cost-ftelated Tuition 
Policies and University Snrollaents»** pp* 332-360. 

81/ See, Stete of Vashington CPE, Tuition and Fees Policy > In con- 
trast to the option out;lined here, Washington sets student 
activity fee ceilings at not •ol^e than W-O percent of the other 
charges , 

82/ As noted earlier, once the Middle Incoae Student Assistance Act 
is ful.ly inqplesHtnted, the asMunt of the greets for nost alddle- 
income students would not increase if fees increased. Under 
those circunstances, less of the incressed fee revenue the 
institutions received would co«e froai BBOG funds end nore froa 
the students theaiselves* The result would be even aore 
substantial enrollaent losses thsn projected here . 

83/ Jackaoa .and Weathersby, "ladivlduai Deaumd for Higher 

Education,'* pp; 649-650; Gregory A. Jackson, '*Fiaeacial Aid end 
Student Eurollaent," Journal of Higher Sducatioa 49 (1978), pp. 
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5Aa-S74j Hyd*, Sffsct «f tmltlon fiaalpciml Aid,** pp. 

36*42; and iCMityl £« €a«X«oii» Ik K.^y of fuftda Mted^l for l»t mttat 
the Iwpjict . AltTa^tiv Itudnt Aid troagMM (Staafo^d! 
Stanford ]t«a«arch IXL«tit\it«;, X975)» pp* 62, 63. * . 

§4/ AMcicM AsDociatioA of Stat« ColXsfes iMid HJniwiraities^ report 
cl^ed in Hij^er Eduotioo Daily > Ai'4|ust S) 1979. 

§5/ HcPhersozLt "Ttie ]>eMiid for Higiier Idttcation," pjf* I6a«*l7l; 
Keoiiettt Deitch, "Priciot «ad Fixi«iici«l Aid in AMricaa 
Higher Educe tiont Sotte Xaterections^'^' (Sloe& CoaiKle«i<»i on 
GoverruBeat end Hi|^r Educe tioci, August 14 » 1978) » pp. 53-57; 

§6/ 1979*60 Goveraor*e Budget , p, 1043. 

87/ Populet^ioii Reteerch tOait» DepeztMtut of ticteace, Populetioii . 
Projectloae for Celiforaie Cougtiee 1975-2020 With Aie/Sex 
Detell to 2000 Seriee £"150 {Sfcreaento: B^ertaeikt of 
Finence, Beceaber 1977). See eleo, Patrick M. Cellea, Cell.- 
fornie Poeteecondery EdAcetion ^ Chmllengee end Cooet reipte 
(Secreaento: Celifomie Poetsecondery Bducetion Coaai^liieion, 
1979), pp, l-fi. 

88/ Hoeoeck end Weiler, "Coat-Related Tuition Policiee and Univer* 
ai ty Euro llawsnta , " pf . 346-349 , 
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Appendix k - tbm tiaiihtey Coll«|* 




Act. is folly Xi9l«iMttt«d ' < 






APPENDIX A 
m CONNUNITY COaESE EHKOLIMQIT MODEL 



Thii wodml to th* iapftet of incsMui«d atudflat «luiritt on tnll- 

tiM CommaLtj Coll*t« stiulMit •nroXlMat r^cogals^t art 
l«po¥tant «iKU*rtt4«« b«t«Mii thmm ««ad«i6s moA fuXl^tiM lamr 
diVtcion itiid«&ts mt th* St«t« Unlvmity. tb* ctMt load 

of cha t«fo sroup* of scud^tt imm «3jk»«c Idmticftl in f«ll 1979, 
ch« i&coM dls-trlbtxtlon was <iultft mimLlMt, md tb« STttrftg* «sm 
v«ry cloe«. 

Th« vodtti for p«rtt-tia« CoiMtnitT ColX9i« •cudanes use diff 
how«v«r, l>«c«ut« thM« •tudaats <|«it« di«tlacctvft« wdal 
was basad on tba irftaaceh of Bishop and 7aa ^>fk on tba faeeora af-> 
facclng adult anroXlaaat iA hlghar aducation^ par£tettlar3^'i& Co»» 
otimlty CoUagaa. iaodg tha var^Iaa th^ ida&tifiad vara taitloti 
or coat^ proxiBlty of a two-yaar collaga* tlia aztftaaca of aa opan* 
door admiaalosia policy, atud«at cfaazgaa at aaarby foar-yMT laati- 
tutlooa, '^ataran'a atatua, oecupation, tiii^ar of childraa, aga, 
local untaployiMttt racaa, and ircoaa. ^ 

Biahop and Van Dyk uaad a eonditioaal logit aquation to eorcoborata 
thair fifidittga. Thair logit coafficianta for i^a'affaet of tuition 
on anrollsanta vara uaad In tfada raport. Bacanaa thaaa noalinaar 
coafficianta could not ba adjnatad -for chani^Mi in tha l^nauaar INrica 
Ijftdax. batwaan 1970 and 1978, tha nat ineraaaaa in atudant cbar^a 
tftstad In tba varloua Options in this raport vara adjuatad inataad . 
TSitt aquation uaad hara for 'aaaaaaing tha anrollaant iapaet of in- 
craaaad chargaa on part-tisM Coaaunity Collaga atudanta waa a loga- 
rithaic at^tion of tha following ganaral fora: 

- d-?>(a**^* - 1)/C<i-?) + Pa*^*I 



l^OHHL/W" tbm parpantaga chaiHia in anroHaaat oroducad by a 
giv«ii Incraasa in studaat chargaa. 

P Tha participation rata of that particular typa of 
Coaauaity Collaga atudant. 

•< - Tha logit coafflcint for tuition and faa af facta, 

■ Tha nat iaeraasa ia atudant chargaa axpraaaad in 
in^raaaata of $100 and adjuatad for CPI chaagaa 
batwaaa 1970 and 1978. 

a^ - Tha natural antilog. It raisaa 2 .71828 to tha x^^ 
powar. In thia caaa x aquala tha iralua of x. 
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uHai THE mm£ mm smtm immm m 

Am tiottd on ««v<«c«l oeowiona ia th* c«xt ^lia irAport* t}^ asoU.* 
Mat 4nd rmaus witm&tm of m tOBxmMm ±n 9^m% ^^>i^v^^ b« 
dlf f«r«&t if tht iaer«M« oceunrtil «f|:«r tl^ Kl^fk 

after All ^ eoi90Qiat« of lim ^b<ig|^ .^i||^iMnt>jy^ ^:;^jUjL: the 

MSttaptlou butlt Into tho aodi^ ii«*d to%Mt(~ j|pt^4MM ,1^ t^ 
4 nor* httA, «zc«pt lor^tli* esraptlim el^at tfa* nar .tlMi 
MISAi would «ff«ct tlie ttat p<tee facod ^ iOtd«its « lAbla D alxnro . 
tho rovomto «f foots. 
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net tots After 

IncoM Tuition Itot Cost Stiidwits lost Cal Srant Offsets 

level Percent liunber > gUstfclty faci^eise ?Tc«it liuatoT Hunibw f«gcnt 



lionresldewt Undergriikietes 
Resident Ondergreduttes - 



3,891 --0.146 



1595 



-3.32X - 129 - 129 



-332X 



F«ll-Ti«e 


Lov 

Mlddltt 

High 


16. ?X 

37.3 

46.0 


13,595 
30,365 
37,447 


-0.437 
-0.218 
-0.146 


• f50 
$50-9100 
1100 


-3.02 
-2,80 
-2.02 


- 410 - 

- 849 - 

- 756 - 


0 
0 
0 


-0.00 
-0,00 
-0,00 




TOTAL 




81,407 






-2.48 


-2,015 - 


0 


-0*00 


f 

(6.1 " 1K9 Units) 


Middle 
High 


16.7 
37.3 
46.0 


771 
l,W2 
2 1 123 


-0,437 
-0.218 
-0.146 


$74-1100 
$100 


-4.47 
-2,90 
-2,02 


- 34 - 

- .50 - 

- 43 - 


. 34 
50 
43 


-4,47 
\ -2.90 
-2.02 


f 


I0TAL 




4,616 






-2,75 


- 127 - 


127 




' Part-Time 
(6.0 of less Units) 


. Low 
Kiddl« 
High 


16.7 
37.3 
4iS.O 


175 
391 
481 


-0.437 
-0.218 
-0.146 


V 

noo 
$100 


-6.28 
-3.07 
-2,08 


- 11 - 

- 12 - 

- 10 . - 


11 
12 
.10 


•^,28 
-3,07 
-2.08 




TOTAL 




1,046 






»3,15 


33 ^- 


33 


-3.15 


Total UndergrsduAtes 


Low 

MlddU 

High 

TOTAL 


• 


14,541 
32,478 
43,942 

90,961 


# 

-0.437 
-0:218 
-0^46 








45 
62 
182 

289 


-0,31 
^,19 
-0*41 

-0,32 



0 



132 



mi B 

aimiMDiT iiTACT or A iioo mci^E in mmt tmm^ at m mm mivmm 



Ket los$ Aftftr 
Tuition Htl frim Stitdants lost Cil fifint Offsets 
Nrcotit Wupaber EUttlcity Incytasg ^emmt mMatmt Wu«b»r ftgceat 



8,507 -0.146 



I 



Rosldent Undergraduates 

rul1-T1»e 



Lav 

Middle 

torn 



30,197 
66,376 
42,313 

160,686 



-0,437 
-0,218 
«-0a46 



150 
$24-150 



•10,66 

- 4.03 

- 7.12 



'5,351 
'2,755' 
-3 -013 



0 
,0 
-2391 



-^*00 
-0,00 
-"6.12 



-5.54 -8,918 -2,591 -1,61 



»^ P«rt-TI«e 

(6.1 - n.S Untts^ 



Low 

Middltt 

High 



31,2 
42,5 
26.3 



11»088 
15,104 
9,346 

35,538 



-0,437 
-0^218 
-0.146 



$76 
f70-$100 
1100 



-16,20 

- 7,66 

- 7,12 

-10.18 



1,796 
-1,157 
. 665 



1,796 
a,157 
. 665 



16,20 
- 7,66 
• 7,i2 



•3,618 -3,618 «>10a8 



Part-Tine 

(6,0 or Uss Units) 



Low 

Middle 

ttigh 

TOTAL 



31,2 
.5 
.3 



26,: 



9,463 
12,690 
7,^6 

30;32^ 



-0,437 
-0.218 
-0.146 



$80 -19.98 -1,891 

$80 - 9.91 -1.285 
$80 - 6.67^ - 532 



-1,891 
-1,285 
- 532 



-19,98 
- 9,97 
' 6.67 



-12.23 -3,708 -3.708 -12.23 



Total Undergraduates 



Low 

MitidlY 
High 

TOTAL 



70,748 
96,370 
66«142 

238,260 



-0,43? 
-0.218 
-0,146 



-3,687 
-2,442 
-3,911 
-10,040 



-5,21 
-2. S3 
-5.74 
-4,21 
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. ; net ioss lifter 

Ificone Tuition Met Cost Students iost €«l firent Of^ts 

ieyel y^y^t jyni^er Clestlclty liicreese gar^^cEt Wm^^Br ifaatber ¥mtc9a»m 



Ful l -Time 



?3,903 
313,149 



-0.437 

-o,2ia 

-0,146 



|0-|i00 
fliOO 



I 

40.66 -12,817 « S,471 - 4,55 

- 2,50 - 2.981 - 2,925 - 2.46 

- 5,262 - 5,262 - 7.12 



7,12 
6.72 



-21»060 -13,658 • 4.36 



T Part -Til 



38 » 4 82,838 
m4<iU 38.0 81,976 
aigh 23,6 50,911 f 

TOTAt — 215,725 
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|50-$100 
1100 



- 7*43 

- 6.48 

- 9.68 

- 7,60 



- 6,159 

- 5,314 
* 4,926 

-16*,399 



6,159 
5,314 
4.926 



7,43 
6.48 
9,68 



-16,399 - 7,60 



P Art 'Tim 

(6,0 or Uss Units) 



Low 

Middle 

High 

TOTAL ^ 



38.4 
38.0 
23.6 



242,281 
239,756 
148,901 

630,938 



$60 - 5.88 -14,255 -14,255 

$60 - 5,88 -14,105 -14,105 

$60 - 5.92 - 8,820 - 8,820 

- 5.89 ^37,180 -37,180 



- 5.88 

- 5.88 

- 5.92 

- 5,89 



Total Undergradoate s 



Lew 

mddlo 
TOTAL 



445,369 
440^729 
273,715 

1,159.812 



'25,885 
-19,008 



5.81 

5.07. 
6.94 



-A -67,237 - 5.80 



mm ^ 



m HI imm miic sesnbits ' 





iNQREASE IN m$% mmt^ 








tiros $ K6V$IIU6$ 


Sources of itevonuc^s Paid as Student F««s ^ 
Students Stile federal 




$10,474 »409 


$8,108,117 * 


$1,445,880 


$ 920,4^ 


;SC«t« lintvexflity 




$12,000,000 


$1,217,400 


$7,369,4S 




$85 » 507, HO 


$59,799,194 


$ 740,200 


$24,967,>8 




§116, 568 .439 


§79,907,311 


$3^,403,480 


$33,259.64, 

• 


> 

• 




NET mvmm i«cf«ASE 






Seoment 


Gross Revenues 


Sudget fteductlons 
Sajue Year foUoMlfld Year 


Net ftevenn 
Increase 




$10,474,409 


$ 0 


$ 476,150 


$ 9^998.2^ 


State University 


$20,586,850 


§2,8«^,015 


§4,997.691 


$12,707,14 


CowuQlty Collegea 


$85,507,180 


§20,395,580 


$14,858,532 


$50,253,06^ 


TOTAL 


$116,568,439 


$23,277,595 


$20,332,373 


$63, 958*47, 
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